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Snow-melting by Copper tubing was so successful around the New Haven, 
Connecticut, office building of the New York, New Haven & Hartford 
Railroad that a second installation was made at the Station entrance! 

































































































































































Add COPPER 


...and stop shoveling snow! 


In New Haven at the railroad station, snow is re- 
moved by melting. Hot water, circulating through 
Copper tubes embedded in the pedestrian pave- 
ment, keeps the whole area clear! 


Installing a snow-melting system ...in front 
of a store or bank or office building or along resi- 
dential sidewalks and driveways...is easiest 
with Copper. For Copper tube comes in 60 and 
100 foot lengths, minimizing the number of joints 
needed. These joints are quickly made too... by 
soldering or brazing. Also, the flexibility of Cop- 
per tube makes most of the bending something a 


mechanic can do with his two hands and a knee! 

And the life of the completed, continuous 
heating coil? Just about unlimited. For Copper 
means virtual absence of corrosion and conse- 
quently a smooth, free flow of the heating medium 
at all times. No clogging with rust or other matter. 

For other applications, Copper offers other 
superior properties, too. It’s the best conductor 
of electricity commercially available. It is easy 
to machine, draw, form, stamp, polish, plate. And 
you can count on an ample supply of Copper to 
meet all your future needs. 


COPPER - BRASS - BRONZE 


in over 40 Standard Alloys! 


For other examples of Copper tube’s lower cost of installation, write the Copper & Brass Research Association, 420 Lexington Avenue, New York 17. N.Y 





Screen test for fine tobacco 


This is a “screen test’? no budding movie star 
could take. It’s a special test given to factory 
samples of tobacco in The American Tobacco 
Company’s Research Laboratory. 

The tobacco strands are poured into the top of 
a laboratory sieving machine. As the canister 
shakes back and forth, the tobacco sifts down 
through three screens graduated in mesh. After 
a specified period, the amount of tobacco remain- 
ing on each screen is carefully measured. 

This screen test actually guards the taste of 


your cigarette. Taste, you see, depends on the 
size of the tobacco strands as well as their qual 
ity. For smooth, even smoking, each of the three 
size groups must be present in proper proportion. 
If they’re not, the result is poor packing . . . and 
bad smoking. 

This test, like dozens of others, is run hundreds 
of times every day. It’s one of the many ways 
The American Tobacco Company uses its 53 
years of tobacco experience to produce cigarettes 
of matchless quality. 


FIRST IN CIGARETTE RESEARCH 


LUCKY STRIKE « PALL MALL - HIT PARADE - HERBERT TAREYTON - FILTER TIP TAREYTON 
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N you consider expansion... 
the most important 
investment you can make is in 
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the creative ability of men 
FLUOR 
The Fluor Corporation, Ltd 
2500 S. Atlantic Blud., Los Angeles 


Engineers & Constructors 
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SIDE LINES 


“Business, U.S.A.” 


WHEN economists speak of a down- 
ward dip in business—as they have 
been doing for months—they mean, 
of course, that the bloom is off the 
boom for the nation as a whole. 
But what about the local picture? 
What happens in Detroit is, after 
all, not necessarily true in Duluth. 
Nor is the state of business in 
Charleston a measure of economic 
activity in Chillicothe. 

To the local merchant, a knowl- 
edge of the state of business health 
in his own mar- 
ket is essential 
to the running 
of his business. 

In planning na- 

tional sales cam- 

paigns, manufac- 

turers must know 

which areas in 

the US. are 

depressed and 

which are buoyant. Even for the 
investor, an accurate gauge of busi- 
ness conditions in Boston, for in- 
stance, may be a clue to the state 
of the shoe industry. 

To fill these needs, Forses regu- 
larly paints the parts that go to 
make up the national picture in 
the form of “Business, U.S.A.,” an 
ever-changing map of the U.S. de- 
signed to show shifting business 
conditions throughout the country 
(see page 6). From our consider- 
able correspondence, we know that 
the Forses business map, with its 
accompanying roster of the 20 cities 
with the greatest economic gains 
and losses, is one of the most popu- 
lar, pored-over features in the 
magazine. So many readers have 
written to ask how the map is com- 
piled that we are pleased indeed to 
comply. 

Mapping Business. To begin with, 
Forses’ mapmaker divides the 
country into 87 economic areas, 
each a natural trading region with 
one or more key cities (e.g., Min- 
neapolis-St. Paul). The trading 
region may be demarcated by 
physical boundaries (rivers, moun- 
tains) or by a central city; or it 
may lap over into a neighboring 
state (e.g., Duluth, Minn.-Superior, 
Wis.). 

For each region, Forses has de- 
vised a separate measuring index 
based upon a weighted average of 
four factors: 1) a measure of non- 


agricultural employment in the 
region (weight: 20%); 2) retail 
sales, either total or department 
store, depending upon which is 
most promptly available (weight: 
20%); 3) bank clearings or debits 
(weight: 40%); 4) a measure of 
the region’s physical output 
(weight: 20%), which varies ac- 
cording to area (e.g., steel and coal 
in Birmingham, grain and livestock 
in the plains states). 

Before weighting, each of the 
four factors is 
corrected for 
seasonal vari- 
ations and local 
holidays. Item: 
Robert E. Lee’s 
birthday, Janu- 
ary 19, a holiday 
in the South, is 
dutifully allowed 
for. What's more, 

in gathering its map statistics, 
ForBes scours not only such ac- 
cepted gauges of business activity 
as the Consumer Price Index, but 
also receives direct reports from 
key observers throughout the na- 
tion, whose positions require them 
to be up on local conditions. Among 
them: bank officers, economists 
with local Federal Reserve Banks, 
retail price agents for the Federal 
Reserve Board’s index of depart- 
ment store sales. 

Rand McNally Please Copy. Thus, 
as seen in the current business 
map, the state of business for most 
of the nation is either stalemated 
or stalling. But at the same time 
parts of 14 states have managed to 
show continued improvement for 
two months or longer. Leading the 
list of cities with the greatest gains 
is Cheyenne, Wyoming, with a 9% 
jump over a year ago, while Butte, 
Montana, recorded the greatest loss 
among leading cities with a drop 
of 15% 

It is, of course, important to 
know what is happening to the 
economy as a whole. But Forses 
feels it is almost equally important 
to know what is happening to its 
component parts. We are quite 
naturally pleased that so famous a 
mapmaker as Rand McNally agrees 
with us. Rand McNally regularly 
adapts the statistics gathered by 
Forses in a map of its own design 
for its Commercial Atlas Service. 
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How many stocks 
should you own? 


That depends. 


To some extent, on the over-all 
value of your portfolio or the 
amount you'd like to invest. . . 
To some extent on the risks you 
can afford, the rewards you seek . .. 
To some extent on the amount of 
time and effort you can devote to 
your investment program. 


| 





But judging by our experience with | 


thousands of different investors who 
have brought their problems to us, 


there’s a pretty fair chance that you | 


already own more stocks than you 
should, 


Not that we don’t believe you should | 
diversify your holdings—we do. But | 


we'd much rather see you own 100 


shares of 10 different stocks than 10 


shares of 100 different stocks. * 


An extreme example, true. But you'd 


be surprised at some of the portfolios 
we review. Surprised at how often a 


few basic suggestions on consolidation | 


can actually increase your income, sim- 


plify the job of keeping tab on your | 


stocks, and bring you a lot closer to 
your investment objectives. 


If you have the feeling you may 


be over-diversified yourself, we'll be | 


} 


happy to have our Research Depart- | 
ment mail you a completely objective | 


analysis of your situation, as they see it. 


There’s no charge for this analysis, 


but the more you tell us about your | 
personal circumstances and objectives, | 


the more beneficial it should be. 


In any event, simply address a con- 
fidential letter to— 


ALLAN D. Gutuiver, Department SD-106 


Merrill Lynch, 


Pierce, Fenner & Beane 


Members New York Stock Exchange 
and all other Principal Exchanges 
70 Pine Street, New York 5, N. Y. 


Offices in 112 Cities 








BUSINESS, U.S.A. Ee 


ee CONTINUED IMPROVEMENT FOR 2 MONTHS OR LONGER. 
= NO SIGNIFICANT CHANGE FROM IMMEDIATELY PRECEDING PERIODS. 


ee CONTINUED DECLINE FOR 2 MONTHS OR LONGER. 


DEMGNED BY PICKS. N. Y. 





Map shows condition in 87 U.S. business areas, each of which is an economic unit where 
changes depend on the same key factors. Shaded areas reflect decline or improvement for a 
two-month period ending the last week of Oct. 
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THE TOP TEN CITIES Percentage Gain or 


ZONE INDEXES 
Loss Over Last Year 





GREATEST GAINS Percentage gain or loss from 


GREATEST LOSSES corresponding months last year 


Cheyenne, Wyo +9% | Butte, Mont (2) —15% 
Roanoke, Va 8 | Buffalo, N Y (2) 8 
Knoxville, Tenn | Peoria, II! 
Wichita, Kan (3) Grand Rapids, Mich 
| Miami, Fla (3) Montgomery, Ala 
Alb , NM : 

Ono 3 Wilmington, Del 
Tampa, Fla 3 Pittsburgh, Pa 
New York, NY 2 Terre Haute, Ind 

2 Memphis, Tenn 


New Haven, Conn 
Ft. Smith, Ark 2 | Duluth-Superior 6 





ocr. NOV. 


+1% 
+4 
+1 
4 
+4 
+2 
+5 
44 


—1% 
+2 
+6 
+2 
+2 
+1 
+1 
+1 





New England 
Middle Atlantic 
Midwest 

South 

North Central 
South Central 
Mountain 
Pacific 

















Number in parentheses indicates how many 


+3 
months city has been continuously in column. | 


NATIONAL INDEX +2 





NEXT ISSUE: 


THE ELASTIC RUBBERMAKERS: Akron’s fortunes used to bounce up and 
down with Detroit’s. Now the Big Five rubbermakers expect to stretch their 
prosperity through recession. FORBES looks at their chances. 
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BANKERS TRUST COMPANY 


NEW YORK 


CONDENSED STATEMENT OF CONDITION, DECEMBER 31, 1957 


ASSETS 


Cash and Due from Banks . $ 815,266,719.20 


ALEX #1. ARDREY Pine U. S. Government Securities 514,033,626.24 


FRANCIS S. BAER 
Chairman, Executive Committee Loans . ° . ° ° ° ° ° 1,448,257,250.48 

JAMES C. BRADY President, a on 
Brady Security & Realty Corporation State and Municipal Securities . 19,833,613.16 
JOHN M. BUDINGER | Vice President & 


airman of the Advisory Committee 


Other Securities and Investments 21,429,835.67 
S. SLOAN COLT New York 


HOWARD S. CULLMAN eee ee 22,063,268.70 


"resident, Cullman Bros., Inc. 
J.P. DREIBELBIS Senior Vice President 
E. CHESTER GERSTEN New York 


WILLIAM B. GIVEN, JR. Chairman, Customers’ Liability on Acceptances. . 60,020,986.89 


American Brake Shoe Company 


JOHN W. HANES Director, $2,910,512,836.21 


Olin Mathieson Chemical Cor poration 


LEWIS A. LAPHAN 
*resident and Director, 
Grace Line, Inc. 
BRIAN P. LEEB Senior Vice President 


WARD MELVILLE LIABILITIES 


Chairman of the Board, 
Melville Shoe Corporation 


GEORGE G. MONTGOMERY Capital (par value $10 per share) « $ 40,299,500.00 
*resident and Directo 
Kern Hs runty Liat Chaspate 


WILLIAM H. ‘MOORE Surplus . . . . . 160,000,000.00 


hairman of the Board 
THOMAS A. MORGAN New Yerk Undivided Profits ° ° e 56,439,887.12 $ 256,739,387.1 2 
HENRY L —— 


Accrued Interest, Accounts Receivable, etc. . 9,607,535.87 














er, Moses and Singer Dividend Payable January 15,1958 . . . 3,022,462.50 
JOHN M. OLIN Chairman of the 


Financial and Operating Policy Committee, 


Chairman of the Executive Committee, Deposits. . . . . « « «© «© « »& «  2,$$6,159,289.70 
Olin Mathieson Chemical Corporation 
DANIEL E. POMEROY =—New Jersey Reserve for Taxes, Accrued Expenses, etc. . 27,945,391.91 
B. EARL PUCKETT ; 
Atised Shores Corporation Acceptances Outstanding $ 68,745,598.73 
PHILIP D. REED Chairman, ; 
nent Shane eneee Less Amount in Portfolio _$,769,699.85 62,975,898.88 
WILLIAM T. TAYLOR Chairman, yi 
Siapetapat miter Other Liabilities . . . . 1. 2. 2. ss 3,670,406.10 

B. A. TOMPKINS New York 
THOMAS J. WATSON, JR. President $2,910,512,836.21 


Internatr fachines Corporation 











a = bates ¢ rte Assets carried at $108,006,580.94 on December 31, 1957, were pledged to secure deposits and 


Consumers Power Company for other purposes 

















MEMBER OF THE FEDERAL DEPOSIT INSURANCE CORPORATION 
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building 
HiT 
Structure 
for 
modern 
flight: 


High temperature stainless steel 
honeycomb sandwich structure 
is an exotic, new structural mate- 
rial. Extremely strong in relation to 
weight, it resists temperatures up 
to six times as much as ordinary 
materials. The result of years of 
research, its manufacture demands 
a high level of technology and very 
specialized production eauipment. 
Today, this vital high tempera- 
ture Sandwich Structure is in 


volume production at Rohr. 


MAIN PLANT: OMULA VISTA, CAL.) PLANT? RIVERSIDE, CAL. 
ASSEMBLY PLANTS: WINDER, GA.) AUBURN, WASH, 





READERS SAY 


f 


Cold: Pro & Con 


Sm: The statement is made in your 
article, “Gold in Them Valleys?” 
(Forses, Dec. 1) that “the arguments 
against raising the price of gold would 
seem considerably more compelling. For 
one thing, so doing would increase the 
purchasing power of Russia’s gold at the 
expense of the U.S. taxpayer... .” 

To the contrary. American taxpayers 
and citizens have had their monetary 
gold stock given away and foreign 
claims against it admitted and recog- 
nized for years at lower than world 
prices for gold. Washington monetary 
managers have been selling, not buying, 
the monetary gold, which belongs to 
American citizens, at $35 per ounce. 

What thought perversion is it that can 
twist facts completely around and con- 
clude that an end to purposeful mone- 
tary inflation, dollar revaluation to 
admit and recognize the dollar devalua- 
tion that has occurred, and giving to 
Americans the same hard money which 
has always been available to foreigners 
would help the Kremlin and _ hurt 
Americans? 

—B. Barret GRIFFITH 
Colorado Springs, Colo. 


Sm: I have read your article on gold 
with great interest and wish to compli- 
ment you highly, not only on its ex- 
cellent style but also on its contents, the 
major points with which I wholeheartedly 
agreed. 

—FRanz Pick 
Pick’s World Currency Report 
New York, N. Y. 


Sir: This short letter is written in re- 
gard to the fallacies of a recent article 
on the subject of gold that your maga- 
zine saw fit to print recently... . 

Gold has little apparent use in this in- 
dustrial world, yet the industrial em- 
pires in which we thrive primarily were 
built on gold, and by gold’s misuse they 
will fall, as empires of the past have 
fallen when man has tampered with its 
natural law... . 

—SyYDNEY JONES 
Colorado Springs, Colo. 


Sm: Gold, I would say, is a de- 
lightful romantic metal if used to plate 
watches and inlay jewelry. I applaud 
your efforts to write the obituary of its 
passing as a means of valuing the eco- 
nomic exchanges that exist between 
people. It cannot be said or written too 
often that gold has had its day, an evil 
day at that .. . I certainly trust that 
modern economic opinion will prevail 
and that we not see again any further 
gold standards. 

—WarreN V. TALBOT 
San Francisco, Calif. 


Judging Management 


Sm: May I comment on your Side 
Lines, “How Do You Judge a Manage- 
ment?” (Forses, Dec. 15)? 

Management, a decisive factor in de- 
termining the company’s future profit- 
ability, is the most difficult influence to 
set forth as a separate and distinct ele- 
ment. No company report ever sets forth 
the valuation of its management team. 
Yet, everything the company does is di- 
rectly influenced by its management, 
every goal realized is indirectly influ- 
enced by the quality of its management. 
The company’s competitive position is 
the result of the cumulative actions of 
management. A company’s earnings rec- 
ord is the financial measurement of the 
company’s success, and stems from man- 
agement decisions. In the company’s 
dividend policy is found the manage- 
ment’s policy of income administration. 
The financial statements are no more 
than a reflection of management ability 
and judgment .. . 

—Epwarp A. NELSON 
Associate Professor of Economics 
Baylor University 
Waco, Texas 


Flour Figures 


Sm: In regards to the flour percentage 
of the total sales of General Mills 
(“Down By the Mills,” Forses, Jan. 1), 
you state as follows: Flour now con- 
tributes only 44% of [General Miills’] 
$527.7 million in sales vs. 74% in 1938.” I 
would like to ask, 74% of what?. . . 

[Incidentally] Ry-Krisp is a cracker, 
not a cereal as your article might indi- 
cate. 

—Ep S. Conrap 
Poland, Ore. 


Seventy-four per cent of $152.7 mil- 
lion.—Eb. 


“Vive la difference!” 


Sm: Please note the error in your ar- 
ticle, “Where Do the Closed-End Trusts 
Fit In?” (Forses, Nov. 1). The line 
should read: “Vive la difference!” 

The French wisely make “difference” 
a feminine matter, outside the province 
of Organization Man. 

—(Mrs.) MApe.tne TRAYNOR 
Berkeley, Calif. 


First Things First 


Sir: May I commend you on one 
change in your handling of your annual 
January 1 report on American industry. 
In past years you stacked up the com- 
panies in the statistical charts according 
to assets. I must confess I found it tedi- 
ous to find the accounting of the com- 
pany I was interested in, not always 
having a clear idea of how large it was. 
This year, by placing them in alphabeti- 
cal order you made the charts immeas- 
urably easier for me to follow. I could 
put my finger on the company listing 
without running down the whole column 
each and every time. 

—HE.LEen KING 
Chicago, Il. 
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TRENDS & TANGENTS 


No. One U.S. economic problem for 
the next 20 years? Foreign assistance, 
agree 17 of 48 world-famed businessmen 
and economists who participated in a 
Committee for Economic Development 
symposium on the subject. Other prob- 
lems most often mentioned: inflation 
and urban redevelopment, in that order. 


Eating habits established by the 
average man before he is 25 will add 50 
dangerous pounds to his weight by the 
time he is 60, if not changed over the 
years, warns the National Research 
Council’s Dr. Herbert Pollack. Dr. Pol- 
lack bases his estimate on an intake of 
2800 calories a day, suggests that every 
American reduce his total daily caloric 
intake 10% each decade after reaching 
25. 


Pay of white-collar workers is at an 
all-time high, according to a recent sur- 
vey. The average figure: $64 a week, $2 
more than in 1956. 


Don’t bet on precedent. Wall Street 
was offering 2% to 1 that stocks would 
rise in December. Reason: . gains had 
been scored in 43 of the 60 preceding 
Decembers. But the “advance dope” 
proved wrong: the Dow-Jones indus- 
trial average not only failed to rise but 
actually fell from 449.87 to 435.69—a de- 
cline of more than 3%. 


Helping around the house, a man ex- 
pends more energy than he does work- 
ing in a steel mill, a Scandinavian study 
shows. Its conclusion: housewives have 
a harder time of it than most husbands 
think. 


Tax-law changes that will probably 
be considered by Congress this year will 
affect many businesses and many a 
businessman’s plans. Among the meas- 
ures before the House: the Mills Tech- 
nical Amendments Bill, designed to 
close tax loopholes, relieve tax hard- 
ships. Already passed by the House, 
awaiting Senate action: the Forand Bill, 
proposing changes to correct excise-tax 
inequities, competitive disparities. 


Side effects of penicillin are said to 
be successfully counteracted by a new 
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drug, Neutrapen, that will become avail- 
able this month. Its manufacturer: 
SchenLabs Pharmaceuticals, subsidiary 
of Schenley Industries. In recent clini- 
cal trials, Neutrapen speedily cleared up 
hives, swelling of the joints, even shock 
in 92% of the cases treated (3% to 10% 
of those who take penicillin are esti- 
mated to suffer such reactions). 


The small investor is learning a lot 
about year-end stock-selling for capital 
gains & losses. A compilation by two Wall 
Street dealers in odd lots (usually fewer 
than 100 shares) shows that on Dec. 31— 





| 


| wre DO SOME “foolhardy” people 
make money in the stock market, 
| while some of the most cautious people 
| “lose their shirts’? What is the basic secret 

of preserving and multiplying your family 
| nest egg? 


After 35 years as a stock market investor, 
writer, broker and advisor, G. M. Loeb is 
more convinced than ever of the answer: 
most investors have mistaken ideas about true 
financial safety. 


According to Mr. Loeb, a Partner in the 
famed brokerage firm of E. F. Hutton & Com- 
pany, it is actually safer to put a small portion 
of your capital in a well chosen speculative 
stock and keep the rest of it idle—than it is to 

ut all of it in a ‘‘safe’’ blue-chip stock. And 
~ tells why, based upon facts drawn from his 
wealth of successful experience 


This is just some of the startling advice 

given in his unusual how-to-invest book, 

“THE BATTLE FOR INVESTMENT SUR- 

VIVAL.” (50,000 copies have already been 
sold!) And here is some more: 

—Diversification can be dangerous. 

—The fact that a stock is widely held by 
investment trusts is usually not a good 
reason for buying. 

—Any program which involves complete 
investment of all capital at all times is 
certain to fail unless the amount is ex- 
tremely small. 


“last chance” to establish such losses for 
tax purposes—536,666 shares were sold in 
odd lots and only 489,420 bought. On Jan 
2, the next trading day, 240,640 shares 
were bought, 132,925 sold. 

2 


Fewer single women are in the 
working force, a recent survey shows 
Although there are more married 
women working today, the number of 
unmarried ones doing so has sunk 
from 6.2 million in 1947 to 5.4 million 
in 1957. 


(CONTINUED ON PAGE 48) 


Why Some People Almost 
Always Make Money 
in the Stock Market 


—lIt’s really safer to aim at 
doubling your money 
than to aim at investing 
it fora 4% to 6% return. 


What makes Mr. Loeb's 
daring rules so impressive 
is that he is not an ivory- 
tower theorist who has 
merely tested his ideas ‘‘on 
paper.’ Instead, he is one 
teacher who for 35 years 
has practiced with cold cash 
what he preaches. And with big-profit results 
—for, as Newsweek Magazine about 
his book, “written by a man who has out- 
smarted the market for years.”’ 


G. M. LOEB, 
Partner, 
E. F. Hutton & Co. 


says 


I~ this book he warns of Pitfalls for the 
Inexperienced ... tells What to Look For in 
Security Programs... What to Buy and 
When. . . Advantages of Switching Stocks 

. How to Gain Profits by Taking Losses 
How to Detect “Good" Buying or “Good’ 
Selling . . . and many other “insider’s’’ secrets 
No wonder the Wall Street Journal says 
“His book is a must.” 


TEN DAY FREE TRIAL 

Send no money. Simply mail coupon for a 
free-trial copy of this book. If not convinced 
within 10 days that it can repay you its small 
price many times over, return it and pay nothing 
But don’t delay — this book tells things you 
should be doing with your money RIGHT NOW 
IN THIS MARKET! 





MAIL TODAY FOR 10 DAYS’ FREE EXAMINATION 





Name 
Address 


City 


—then WE PAY 





2 a a a a a a a aa ae ay 





SIMON & SCHUSTER, Publishers, on 941 
630 Fifth Avenue, New York 20, 

Please send me ‘‘The Battle for fr Survival,"’ 
tirely ON APPROVAL. If not convinced that it will repay many times its cost 
I will return it within 10 days and pay nothing 
$3.95 plus a few cents postage as payment in full 


SAVE POSTAGE! Check here * you ENCLOSE $3.95 as payment ‘in “full 
POSTAGE. 


refund GUARANTEED. N. Y. City residents add 12¢ sales tax 


by G. M. Loeb, en- 


Otherwise I will send only 


(PLEASE PRINT) 


...£one State...... 


Same 10-day return privilege with full 
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CHARTERED 1799 


THE 


CHASE MANHATTAN 
BANK 


HEAD OFFICE: 18 Pine Street, New York 


Statement of Condition, December 31, 1957 


ASSETS 
Cash and Due from Banks. . . . . . . . . $2,001,534,526 
U.S. Government Obligations . . . ... . 1,151,802,281 
State, Municipal and Other Securities . . . . . 405,825,982 
PSs) 6 6.6 6.6 & 6 ke oh wl 189,386,247 


RE a a ae oe ee ee ae 3,737,123,272 
Customers’ Acceptance Liability. . . . .. . 212,510,693 


ae ee ee ee ee ee ee ee ee 54,763,205 
RR I a a ea 3 56,838,320 


$7,809,784,526 


LIABILITIES 

Deposits ce 4s ee «% ew «> Bee 
Foreign Funds Borrowed . . . . .... « 3,831,055 
RR AD eae a eee ea 50,602,815 
RR a a 54,521,903 
Acceptances Outstanding . . . $231,049,318 

Lem fe Por@felio . « 2 te et 12,916,864 218,132,454 
Capital Funds: 

Capital Stock 


(13,090,000 Shares—$1 2.50 me ) ; 
a ee ae oe a oe 350,000,000 
Undivided Profits. . ... __ 84,551,090 598,176,090 


$7,809,784,526 


. $163,625,000 


Of the above assets $392,842,912 are pledged to secure public deposits 
and for other purposes, and trust and certain other deposits are preferred 
as provided by law. Assets are shown at book values less any reserves. 


Member Federal Deposit Insurance Corporation 
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“With all thy getting get understanding” 


FACT AND COMMENT 





by MALCOLM S. FORBES 


REPORT FROM MEXICO 


Mexico Crty—Mexico, a proud land of total contrast, 
has never been in sounder condition economically; and 
its relations with the United States have seldom been 
healthier. It takes a little getting used to at first if 
you really want to understand the nature of the re- 
lationship between the United States of America and the 
Federal Republic of Mexico. Here, for example, the 
Alamo is not celebrated (the corresponding Mexican 
heroes are Los Ninos, the teen-age cadets who died fight- 
ing against General Winfield Scott’s U.S. troops at Cha- 
pultepec in 1847). 

Moreover, you see the oldest of “Old World” scenes 
freely mingled with “progress”: barefoot peasants lead- 
ing burrows alongside modern highways; ultra-modern 
architecture with touches of Mexican flamboyance as a 
backdrop for the ageless hawking of colorful street ven- 
dors; the University of Mexico, older by 80 years than 
Harvard, housed in a spanking new city of 80 buildings 
including a 15-story science building and a stadium 
seating 102,000 people. 

Differences in language, temperament and history, how- 
ever, do not exclude friendship. And, I am happy to re- 
port that the people and governments of our two countries 
seem on more genuinely friendly terms than at any time 
since the days when President Andrew Johnson’s govern- 
ment saved Mexican independence by forcing Napoleon 
III to withdraw his French army from Mexico. Today 
in President Ruiz Cortines’ time, as in Juaraz’ time 
90 years ago, Mexico and the U.S. are getting along 
well together. 

More than 35,000 American citizens make their homes 
in Mexico. Many of them are retired people but at least 


Nominee 


Ambassador 
Hill Lepez Mateos 
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Friendly Neighbors 
Eisenhower & Cortines 


15,000 are working businessmen who are just about as 
prosperous and secure a group of Americans as you will 
find anywhere abroad. Official relations are good, too 
In the Twenties Dwight W. Morrow was the American 
ambassador who averted what looked like war again with 
Mexico. The present American Ambassador Robert Hill 
is perhaps the most popular since Morrow’s day. He got 
off on the right foot when invited to kick the opening 
ball at an important soccer game in Mexico City; he 
booted it two-thirds the length of the field, a feat un- 
repeated during the remainder of the game by eithe 
side. Partisans for the remainder of the game kept asking 
the teams to “send the Ambassador back in.” This incident 
illustrates how little things have done more to make “the 
Yankee spokesman” popular with the man in the street 
In addition to football prowess, Ambassador Hill has a 
real friendship for the country and its people and a great 
capacity for getting things done. 

It is also encouraging to see how well Mexico is doing 
economically. Especially since Mexico’s current prosperity 
is no “gift” from the U.S. It is largely a product of 
Mexico’s own willingness to save—and invest—a large 
portion of its national income and a readiness to give free 
enterprise a far freer rein than is usual in so-called 
underdeveloped countries. “We learned the hard way,” 
one Mexican businessman told me, “that nationalism is 
one thing, xenophobia another. We know that you can- 
not raise your standard of living by expropriation laws 
or stirring the masses against foreigners.” There is a law, 
not often enforced, which requires that 51% of the stock 
of new corporations be owned by Mexicans. In practice, 
most foreign investors have found it is helpful to have 


Modern 


Methods Technology 





Mexican capital participating to a substantial degree in 
operations in this country. There is only one drawback 
to partnership with Mexican capital: Mexicans are used 
to higher and prompter return than Americans. They 
don’t share our enthusiasm: for re-investing profits as 
against paying out maximum dividends. 

But I found it quite an eye opener to visit some new 
Mexican industrial plants with the Ambassador and, in 
conversations with key officials, it was heartening to note 
the progress, the fairness and the determination which 
prevails. Largely as a result of this attitude, Mexico’s 
prosperity is there for all to see. In 1956 the nation’s 
Gross National Product rose a very striking 12% to a new 
high of more than $7.5’billion. Last year again business 
was generally good despite weakness in metals prices and 
a disconcerting renewal of inflationary pressures. 

Since 1950 alone the output of Mexican factories has 
risen more than 50%. Electric power output, the life 
current of modern industry, has doubled. And although 
population is growing rather too fast for comfort (Mexico 
now holds some 31.4 million people, an increase of 5.6 mil- 
lion in just seven years), the national income is growing 
considerably faster than the number of mouths that must 
be fed. Most encouraging of all, Mexico’s has been a 
balanced growth. It depends on no single commodity or 
metal and avoids, therefore, the kind of hothouse weakness 
that some other under- 
developed lands have 

But if the Mexican boom 
is largely a creation of the 
Mexican people, U.S. busi- 
ness, and to a lesser de- 
gree U.S. government help, 
have played a very vital 
constructive part. The 
Export-Import Bank has 
helped out with some $230 
million in loans over the 
past seven years. The In- 
ternational Bank has lent around $150 million for power 
expansion and railroad improvements. 

By and large, however, these have been sound business 
loans. The Mexicans have not approached Uncle Sam 
with the upturned-palm approach. In fact, they have 
deliberately shunned economic dealings with Uncle Sam 
in favor of doing business with U.S. private companies 
whenever possible. They do so partly because aid from 
the U.S. government awakens ancient Latin memories of 
Yankee gunboats and Yankee Marines. Partly, too, be- 
cause of a perfectly healthy feeling that they have more 
to learn from private industry than from governments. 

So there is no dearth of familiar U.S. corporate names 
to be seen around Mexico City: GM, RCA, Kodak, to 
name but a few. Another: Sears, Roebuck, whose 23 
Mexican stores last year did over $30 million worth of 
business, a good half of it on the Yankee installment plan. 
Even Pemex, the national oil monopoly, in late 1956 
entered into a promising deal to sell its gas to Texas 
Eastern Transmission Co. By thus making life profitable 
for U.S. free enterprise, the Mexicans last year assured 
themselves of an inflow of nearly $100 million in private 
investment money, bringing the total of U.S. money in- 
vested in Mexico to a very solid $700 million. 

It would be too good to be true if there were no flies 
in the Mexican fiscal ointment. Unfortunately there are 
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MEXICAN STREET SCENES: 
skyscrapers, burros & Sears, Roebuck 


several rather nasty ones. A large part of the population 
still exists on a wretchedly low standard of living. An 
estimated half of the Mexicans can neither read nor write 
and hundreds of thousands of rural children do not even 
attend schools. True, there is a limit to what a nation can 
do on a national income that works out to just around 
$200 per capita. But there are some restrictive practices 
on the part of the Mexican government that do not help 
the situation. 

Auto companies, for example, are held to artificially 
low rates of output. A strong bias in favor of government- 
owned power hinders the privately owned utility compa- 
nies at a time when Mexico badly needs every kilowatt of 
electricity it can possibly get. And, though Mexico is an 
oil-rich nation, it is currently spending some $70 million a 
year to import petroleum products, largely because the 
resources of the government-owned Pemex monopoly 
are insufficient to keep up with the country’s development. 

Still, the over-all balance is decidedly favorable. Po- 
litically, too, Mexico looks remarkably stable. For one 
thing, it is not one of those Latin countries run by an 
out-and-out dictatorship. Of course, Mexico has not 
yet developed a true two-party system: nomination 
by the dominant Party of Revolutionary Institutions 
still is tantamount to election. But, though no one 
doubts that PRI Candidate Adolfo Lopez Mateos will win 
this July’s election (the 
first in which women will 
be allowed to cast ballots), 
no one doubts either that 
it will be a free election 
which the PRI will win 
for the good and simple 
reason that the mass of 
Mexicans favor it. 

Iam also happy to report 
that communism has never 
been weaker in Mexico. 
Politically it is hardly any 
longer a force to be reckoned with. Friendship and admi- 
ration for the U.S. is more widespread than public utter- 
ances would lead the visitor to expect. “Big Bill Thomp- 
son, the oldtime Mayor of Chicago, used to delight the 
voters by threatening to punch King George in the nose,” 
one U.S. resident, a native of Chicago recalls, “but that 
hardly reflected the attitude of most Americans toward 
Britain. It’s considered fun to take an occasional verbal 
poke at Uncle Sam, but no one means it very seriously.” 
Neither, though, does Mexico have any intention of 
becoming a “yes-man” to the U.S. Mexicans are a proud 
people very conscious of the fact that Mexico possessed 
the first printing press and the first university in North 
America and proud of their Latin heritage. But they have 
learned the hard way that they need the U.S. just as 
the U.S. needs them. Few observers here think Senor 
Lopez Mateos will depart from the middle-of-the-road 
policies Mexican governments have been following 
since 1940. 

In view of all this, Mexico’s economy seems solid- 
ly based. As one of the most important Americans here, 
with a long background in Central and South America, 
said to me: “Of all the countries in this hemisphere south 
of the border I personally regard Mexico as the people 
and nation I would be most likely to invest my money 
and future in.” 
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Continuing Report on 
Diversification 


JOY PRODUCTS 


For the Compression, 
Movement and Cleaning of Air and Gases 
Stationary Air Compressors, single and 
multi-stage 
Oil-Free Compressors 
Gas Compressors 
Vacuum Pumps and Boosters 
Industrial Vaneaxial Fans 
Aviation and Electronic Cooling Fans 
Forced-Draft Power Fans 
Joy-Microdyne Dust Collectors 


For Coal, Metal, and 
Non-Metallic Mining and Quarrying 
Continuous Mining Machines 
Loaders and Shuttle Cars 
Cutting and Drilling Machines 
Roof-Bolting Drills 
Belt, Chain and Shaker Conveyors 
Mine Air Compressors 
Rock Drills, Drill Jibs and Jumbos 
Hoists and Siushers 
Mine Fans and Blowers 
Misc. Mining Equipment 


For Heavy Construction and 
the Building of Roads, Bridges, 
Dams, Tunnels, Pipe Lines, etc. 

Portable Compressors 

Hand-Held Air Tools 

Rotary Blasthole Drills 

Wagon Drills 

Trac-Drills 

Pipeline Drilling Rigs 

Ventilating Equipment 

Portable Lighting Lines 


For Sub-Surface Exploration 
and Structure-Testing, etc. 
Core Drills 
Contract Core-Drilling 
Motorized Drill Rigs 
Seismograph Drills 
Water Well Drilis 
Oil Field Tools & Equipment 
Truco Diamond Bits 


For Electrical and Hydraulically- 
Actuated Equipment and Controls 
Electrical Connectors, single and multiple circuit 
Safety Circuit Centers 
Cable Vulcanizers 
Hydraulic Hose Assemblies 








1956 pgs 


UP 48% 
1955 
UP 25% 


Diversification at Joy has meant a continuing increase in 
sales, as indicated by the chart. This planned effort on the 

art of Joy to give breadth to its domestic and foreign 
sot oak is carried out in two main areas. First, within the 
extractive industries, the industries which produce the nat- 
ural wealth of nations. These are industries with which 
Joy has been closely identified, and as they have grown, 
Joy has grown with them, supplying new tools and a 
ment that make their work more efficient and more profit- 
able. Joy’s increase in business last year from these sources 
is a result of its long experience in supplying the coal indus- 
try and its growth in the oil and gas field equipment markets. 

Second, outside the extractive industries, Joy’s sales in 
the construction, aviation, electronic, and general industrial 
markets last year continued to show the healthy growth 
expected. In these and other markets, new Joy products 
recently introduced, or being researched or tested, are 
expected to have favorable effect on future sales. 

For more complete information, write for a copy of the 
Joy Annual Report, just issued. Joy Manufacivring Company, 
Oliver Building, Pittsburgh 22, Pa. In Canada: Joy Manufac- 
turing Company (Canada) Limited, Galt, Ontario. 


FIELD PROVED EQUIPMENT FOR ALL INDUSTRY...WORLD WIDE 


MINING & COAL ELECTRICAL OIL FIELD BAASH-ROSS 
CONSTRUCTION MACHINERY PRODUCTS DRILL TOOL CO 
DIVISION DIVISION DIVISION DIVISION DIVISION 


Air Compressors Rock Drills Electrical Connectors Slim Hole Rigs Drill Cotlors 
Gas Compressors Portable Compressors Shuttle Cars Portable Lighting Seismograph Rigs Traveling Blocks 
Fons * Blowers Hoists * Slushers Mobile Loaders and Power Core Drills Drive Bushings 
Dust Collectors Core Drills Drills ¢ Cutters Distribution Lines Water Well Drills Subs © Slips 
Conveyors * Idlers Blast Hole Drills Mobile Conveyors Cable Vulcanizers Blast Hole Drills Kellys 
Vacuum Pumps Contract Drilling Machine Trucks Electrical Switchgear Servicing Masts Welthead Equipment 


Continvous Miners 
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The FIRST 


NATIONAL CITY BANK 
of New York 


Head Office: 55 Wall Street, New York 


78 Branches 71 Overseas Branches, 
in Greater New York Offices, and Affiliates 
ese e*eeeee#*e#e#e#*# a + ca os _ s + - e*eee# * 


Statement of Condition as of December 31, 1957 
ASSETS 
Casn anD DuE From Banks .... . $1,899,087,995 
1,156,472,300 
388,845,587 
110,759,623 
3,867,671,355 
122,334,561 
18,600,000 
7,000,000 
40,847,145 
15,495,482 
ae ,636, 833 


$7 $7,636,7 50,881 


Unitrep States GovERNMENT OBLIGATIONS . 
STATE AND MuniciPaL SECURITIES. 
OTHER SECURITIES 


Loans 


Customers’ AccepTaANce LIABILITY 


FreperRAL Reserve Bank Stock 
INTERNATIONAL BANKING CORPORATION 

Bank Premises, FuRNITURE AND EQuiPMENT . 
IrEmMs IN TRANSIT WITH BRANCHES 

OruHeER ASSETS 


Total 


LIABILITIES 
ee. eee ae kk ee $6,692,688 ,345 
129,641,006 


6,292,900 


LIABILITY ON ACCEPTANCES AND BILts 
Dve To Foreicn CENTRAL Banks . 
RESERVES: 
UNEARNED INCOME .. . 32,873,784 
64,675,406 
8,280,000 


TAxeEs AND AccrUED EXPENSES . 
DivipDEND 


Carirat. .. ee 
(12,000,000 Shaves- $20 Par) 


$240,000,000 


SurPLus. 380,000,000 


82,299,440 


Unpivipep Prorirs . 
SHAREHOLDERS’ Equity. 
Total 


702,299,440 
$7,63¢ 636,750 750,881 


Figures of Overseas Branches are as of December 23. 


$387,489,791 of United States Government Obligations and $7,795,200 of 
other assets are pledged to secure Public and Trust Deposits and for other 
purposes required or permitted by law. 


Member Federal Deposit Insurance Corporation 





Affiliate of The First National City Bank of New York for separate 
administration of trust functions 


CITY BANK FARMERS TRUST COMPANY 
Head Office: 22 William Street, New York 
Capital Funds $33,464,953 





We shall be glad to send, upon request, a complete copy of the 1957 ‘‘Re 
Shareholders” <. THE ‘FIRST NATIONAL CITY BANK OF NEW 
CITY BANK FARMERS TRUST COMPANY. 
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DIRECTORS 
STANLEY C. ALLYN 
Chairman of the Board, The National 
Cash Register Company 
GEORGE F. BAKER, JR. 
Trustee, George F. Baker Trust 
PERCY CHUBB, 2nd 
Partner, Chubb & Son 
CLEVELAND E. DODGE 
Vice-President, Pheips Dodge 
Corporation 
R. GWIN FOLLIS 
Chairman of the Board, Standard Oil 
Company of California 
DeWITT A. FORWARD 
Senior Vice-President 
ROY H. GLOVER 
Chairman of the Board, 
The Anaconda Company 
JOSEPH P. GRACE, JR 
President, W. R. Grace & Co. 
JOSEPH A. GRAZIER 
President, American Radiator & 
Standard Sanitary Corporation 
HARRY C. HAGERTY 
Financial Vice-President, Metropolitan 
Life Insurance Company 
H. MANSFIELD HORNER 
Chairman, United Aircraft 
Corporation 
KEITH S. McHUGH 
President, New York Telephone 
Company 
ROGER MILLIKEN 
President, Deering, Milliken & Co., 
Incorporated 
EDWARD S. MOORE, JR 
Executive Vice-President, National 
Biscuit Company 
CHARLES G. MORTIMER 
President, General Foods 
Corporation 
ALEXANDER C. NAGLE 
20 Exchange Place 
CHARLES C. PARLIN 
Shearman & Sterling & Wright 
RICHARD S. PERKINS 
Vice-Chairman of the Board 
JAMES S. ROCKEFELLER 
President 
HOWARD C. SHEPERD 
Chairman of the Board 
WILLIAM C. STOLK 
President, American Can Company 
REGINALD B. TAYLOR 
Williamsville, New York 
ALAN H. TEMPLE 
Executive Vice-President 
LEO D. WELCH 
Vice-President, Standard Oil 
Company (New Jersey) 
ROBERT WINTHROP 
Robert Winthrop & Co 
SENIOR MANAGEMENT 
HOWARD C. SHEPERD 
Chairman of the Board 
JAMES S. ROCKEFELLER 
resident 
RICHARD S. PERKINS 
Vice-Chairman of the Board 
DeWITT A. FORWARD 
Senior Vice-President 
LEO N. SHAW 
Senior Vice-President 
J. ED. WARREN 
Senior Vice-President 
GRANT KEEHN 
Executive Vice-President and 
Assistant to the Chairman 
J. HOWARD LAERI 
Executive Vice-President 
GEORGE S. MOORE 
Executive Vice-President 
ALAN H. TEMPLE 
Executive Vice-President 
THOMAS R. WILCOX 
Executive Vice-President 
GEORGE A. GUERDAN 
Vice-President and Cashier 
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Control of a fabulous $2 billion industrial empire—represented by 

South Africa’s gold- and copper-mining Anglo American Corp., and 

diamond-digging De Beers—now falls to the waiting hands of Harry 
Oppenheimer, whose father made it as precious as its products. 


“We have a passion for dia- 
monds you cannot under- 
stand.” 

—Sir Ernest OPPENHEIMER 


PROBABLY no one this side of Harry 
Winston could ever hope to under- 
stand the passionate love affair be- 
tween South Africa’s fabulous gem 
genius, Sir Ernest Oppenheimer, and 
the best friend a girl ever had. “Dia- 
monds are one of the noblest things in 
nature,” he liked to say. “They talk 
to me as a work of art talks to a 
painter.” 

For 60 of his 77 years, Sir Ernest 
and diamonds were on the best of 
speaking terms. When he died last No- 
vember, he left a diamond-cut indus- 
trial complex, the likes of which even 
Empire Builder Cecil Rhodes (whom 
he admired) never dreamed of. At 
his death, Sir Ernest, who sported no 
stones himself, but had a collection 
of hand-cut blue diamonds worth 
more than $1 million, was reckoned 
to have a personal fortune of $183 
million. But that was merely baguets 
compared with his industrial legacy, 
a conglomeration of corporations so 


SIR ERNEST OPPENHEIMER: 
out of the imperial dream of Cecil Rhodes, a $2 billion empire 
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intertwined that probably only Sir 
Ernest himself had any accurate 
notion of their true underlying 
worth. 

The African Queen. From his head- 
quarters at 44 Main Street, a rhine- 
stone’s throw from Johannesburg’s 
seedy Stock Exchange (which Sir 
Ernest always said was “a good 
friend to me’’), he ruled silently but 
shrewdly—like a J. Paul Getty of 
gems—over a complicated corporate 
network embracing some 80 different 
companies. At the apex of the Op- 
penheimer pyramid is the parent 
Anglo American Corp. of South 
Africa, Ltd., which owns the Rhode- 
sian Anglo American Corp., which, in 
turn, owns five mining subsidiaries. 
The brightest jewel in Anglo Amer- 
ican’s corporate crown, Anglo Amer- 
ican Investment Trust, exercises 20% 
working control of famed De Beers 
Consolidated Mines, Ltd. 

The actual sales, profits and prop- 
erty values underlying this vast em- 


$600,000 IN UNCUT DIAMONDS: 


pire are obscured behind bookkeeping 
mists and foggy corporate intercon- 
nections. But the two top companies, 
De Beers, and Anglo American Corp. 
recently carried assets on their books 
of some $700 million, and shrewd esti- 
mates have put the value of the total 
Oppenheimer empire in the neighbor- 
hood of $2 billion. Altogether the 80- 
odd Oppenheimer companies produce 
$420 million worth of goods a year, 
from tile and tires to zinc and zircon, 
account for 50% of Northern Rho- 
desia’s copper production, 40% of 
South Africa’s coal, 26° of the 
Union’s gold output. Rhodesian An- 
glo American alone has investments 
with a well-understated book value 
of $173 million. Most important, 
through De Beers, the world’s biggest 
diamond producer, the syndicate ex- 
ercises ironclad control over fully 
95% of world diamond sales. During 
the first five months of 1957, De Beers 
sold $60 million worth of precious 
diamonds, another $30 million worth 
of industrial stones. 

A Little Touch Of Harry. On No- 
vember 25th the shy, headline-shun- 
ning tycoon, who had built it all 
literally from beneath the ground up, 
slumped over his breakfast table and 
was dead in his bed half an hou 
later. Next day the London Times 
called him “gentle, ruthless, polite . . 
the most powerful businessman in the 
world,” and wondered: “Will the 
younger Oppenheimer be as his fa- 
ther, patient, ruthless, a player of 
hunches, utterly determined but un- 


HARRY OPPENHEIMER: 








IMPERIAL PATTERN 


As head of De Beers Consolidated Mines and the Anglo American Corp., Harry Oppenheimer 
occupies twin thrones. The he links between these ond the various “protectorates,” 


“mandotes,” “crown 
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investments in a complex 
of 63 companies, including 
14 gold mines 
13 coal mines 
3 copper mines 
2 basemetal mines 
1 rare earth mine 











- 98.2% 


Premier (Transvaal) 
Diamond Mining* 15% 
Griqualand West 
+ 65.4% + Diamond Mining* De + 
L + 
New Jagersfontein Min- ‘ Investment 
+ 59.1% ing & Exploration® 


Consolidated Company 
+ 50% —+ * Bultfontein” 








8% 


8% 
3}, ———» Damon Trading ¢ 


Trust 0.82%» Compahnia de Diamentes de Angola* 


|__ 32%» Diamond Purchasing & Trading +«———16.6%——— 


22.2% 


19.1%> Societé Miniere du Beceka 








16.63%-+>{ Consolidated African Selection Trust* | 
100% 
+ 
Sierre Leone Selection Trust* 





6% 





mterested in piling up wealth?” 

That may well be the 64-karat 
question. But if class will tell, Sir 
Ernest’s son Harry Frederick Oppen- 
heimer, 49, who now takes over as 
chairman of Anglo American, is a 
potentially strong successor. A zir- 
con copy of his father, Harry Op- 
penheimer fancies the same walrus 
moustache, the same banker’s grey 
suits, looks, according to yne wag, 
like a combination of Caesar Romero 
and Leslie (The Saint) Charteris. 
Like Sir Ernest, who frequently put 
in 16 hours a day, Harry reaches his 
desk at 44 Main Street at 8 a.m., sel- 
dom relaxes, but has a Churchillian 
knack of snatching sleep during the 
day (jolting himself awake with a 
wrist alarm). 

Himself the son of a wealthy Ger- 
man family, Sir Ernest, who was said 
to know more about diamonds than 
any man alive (he could spot a phony 
in a pile of real gems from clear 
across a table), once called himself 
“the wonder child. ... My path was 
made smooth.” Hardly less talented 
is “Young Harry” Oppenheimer. 

Born in Kimberley, site of the 
De Beers farm that became the 
world’s biggest man-made hole-in- 
the-ground, yielding $500 million 
worth of stones before the lode played 
out, Harry knew the diamond busi- 
ness inside out even before finishing 
his education at Oxford. In World 
War II, he fought Rommel’s Afrika 
Korps as a captain in an armored car 
regiment. Said his sergeant: “When 
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we were in trouble, Oppie always 
looked out for us.” 

At war’s end, Oppie returned to 
Johannesburg and a raft of corporate 
directorships, by 1951 had begun to 
take on more and more of his father’s 
bejeweled mantle. He also plunged 
into politics, winning the veterans’ 
vote with the help of his friend, 
Adolph (“Sailor”) Malan, and taking 
over his father’s old seat in South 
Africa’s Parliament. A painfully shy 
speaker at first, he developed into a 
strong leader of the relatively liberal 
United Party, which opposes Premier 
Johannes Strijdom’s extremist apart- 


KIMBERLEY’S “BIG HOLE”: 
also gold, copper, coal and uranium 


heid racist policies. 
decent treatment of the Union’s 
native majority, Oppenheimer was 
tagged by Nationalists as “the most 
dangerous member of the opposition.” 
To tangle with Harry, opponents said, 
“is to argue with the Bank of Eng- 
land.” Last month, possibly because 
he no longer has time for both busi- 
ness and politics, Young Harry de- 
cided to give up politics. 

Through the years, as more respon- 
sibility has fallen on his shoulders, 
Young Harry has had to give up polo, 
riding, squash and golf, but he still 
dotes on his race horses (Sir Ernest 
began his stable with a horse named, 
for no apparent reason, Salad Dress- 
ing). He has, however, been some- 
what less artful at dodging publicity 
than his father. LI'wo years ago Harry 
and his wife, Bridget, were robbed of 
63 jewels worth $606,000. Though the 
stones were recovered in a month, it 
was one of the richest heists in his- 
tory, made for juicy reading in the 
tabloids. 

The Octopus. One of Young Harry’s 
political opponents, former Premier 
Daniel Malan, once summed up the 
family’s empire as “the Oppenheimer 
octopus.” Actually, Sir Ernest began 
as a mighty small fish. Arriving in 
Kimberley as a diamond buyer in 1902 
(the year Rhodes died), he soon be- 
gan poking into production. Sniffing 
possibilities in a newly discovered 
mine (the Premier), he headed a 
syndicate that bought it right out 
from under the nose of powerful 
De Beers, which then had to pay 
Oppenheimer plenty for it. “It was 
the first real money,” said Sir Ernest, 
“T ever made.” 

Having broken the old gentleman’s 
agreement that a diamond buyer is 
never a miner, Sir Ernest went on to 
shatter still another tradition, handed 
down by Rhodes himself, that “al- 
luvial” diamonds (i.e., surface dia- 
monds as opposed to “blue-ground 
mined” stones) were no good. After 
first pausing to set up Anglo Ameri- 
can (with financial help from Herbert 
Hoover and J.P. Morgan) to explore 
West Rand gold fields, Sir Ernest 
formed Consolidated Diamond Mines 
of South-West Africa to dig in the 
alluvial fields. He prospered on both 
ventures, soon won a directorship on 
De Beers’ board, and was made chair- 
man in 1929. Thus did the Oppen- 
heimer octopus take shape. 

It almost drowned during the de- 
pression, when diamonds hit the dol- 
drums like everything else, but with 
Britain off the gold standard, gold 
prices and Sir Ernest’s gold field pro- 
duction zoomed. By 1935, Oppen- 
heimer gold was yielding 51% of 
South Africa’s gold production, 80% 
of gold-mining profits and 90% of all 
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its gold-digging dividends. But un- 
til 1937, when diamonds scored “a 
remarkable recovery,” Sir Ernest al- 
ways called the years between “the 
difficult years.” 

Trouble At The Mines. The difficul- 
ties have long since faded away. 
Thanks largely to South Africa’s 
Oppenheimer-championed Diamond 
Syndicate, which regulates the sup- 
ply of stones on the world market, 
thus steadying their price, the market 
is steady and dependable. 

But it is not flawless. Diamonds 
may indeed be “unlimited at the 
source” in the sense that untold num- 
bers of them have been lying around 
for centuries, waiting to be dug up. 
But the digging alone is expensive. 
For every unit weight of diamonds 
recovered, the miner must discard 14 
million units of dirt—and diamond 
mining yields no marketable by- 
products. 

Brightest Africa. What's more, every 
diamond mine, like the famed Kim- 
berley farm itself, must one day go 
dry. Yet whatever happens to the 
diamond market, the free world will 
always have need for Africa’s other 
vast resources: gold, copper, uranium. 
To exploit them requires new invest- 
ment not only in mine exploration, 
but in hydro-electric power, trans- 
port, even housing and social services. 
Recently, the London Economist asked: 
“Where is the money to come from?” 
and promptly replied: “Wherever one 
looks, the eye keeps coming back to 
the resources of the Oppenheimer 
[empire ].” 

The Oppenheimer “octopus” already 
has tentacles out in several directions, 
always keeps a vast wad of capital on 
hand for investment in likely prop- 
erties. Oppenheimer’s Anglo Amer- 
ican policy apparently is not to control 
newer properties, but to act as a 
large minority holder in joint ven- 
tures. Yet Anglo American, which 
could easily employ its venture capital 
elsewhere, can always be counted on 
to reinvest its profits right back into 
brightest Africa. 

Still, about the only things Young 
Harry Frederick Oppenheimer has to 
worry about are the ever-present 
threat of another world depression 
and what comes out of General Elec- 
tric’s laboratories. Far more impor- 
tant to Chairman Oppenheimer is a 
prosperous U.S., which single-hand- 
edly buys 75% of all the diamonds 
mined in the world. Like his father, 
Young Harry doubtless will not rest 
until he has helped to make every 
girl in America as happy as Lorelei 
Lee. After all, as Solly Joel, an old 
friend of Sir Ernest, once phrased it: 
“While women are born, diamonds 
will be worn.” 
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SUGAR 


SWEET SMELL 
OF SUCCESS 


Wall Sireeter John Loeb has 

just given a neat demonstra- 

tion of how to make the sum 

of fiscal parts worth more 
than the whole. 


A FEW years ago Wall Streeter John 
L. Loeb became intrigued by a long- 
standing anomaly: whereas on New 
York’s Big Board shares of Cuban 
sugar producers would bring hardly 
more than the value of their net work- 
ing capital, in Cuba the land and mills 
themselves were a valuable com- 
modity. A very simple and profitable 
play suggested itself to Loeb, and the 
$100-million (sales) Cuban Atlantic 
Sugar Co.* looked like a good place 
to start. 

Loeb’s solution was simplicity it- 
self. He decided it would be a good 
idea to sell part of the property to 
Cubans for cash, hang on to the rest 
and thus end up with a couple of 
parts whose combined value was 
greater than that of the former whole. 

But first Loeb had to get control of 
Cuban Atlantic. That, of course, re- 
quired money, but as senior partner 
in the powerful brokerage house of 
Carl M. Loeb, Rhoades & Co. Loeb did 
not lack the means to carry it out. 
By April, 1956 Loeb and his associates 


*Cuban Atlantic Sugar Co. Traded Ameri- 
can Stock Exchange. Price range (1957-58) : 
high, 24; low, 164%. Dividend (1957): 25c. 
Earnings ry share (1957): $3.10 (est.). Total 
assets: $59.4 million. Ticker symbol: CUB. 


LIQUID SUGAR FILTER: 
the company was liquidated, too 


had 50% of the company’s 2 million 
shares, having paid an average price 
of a little less than $16 a share for 
stock with a book value of around 
$24. 

Liquid Sugar. But it was not until 
this month that Chairman Loeb 
finally played his hand. The direc- 
tors of CUB’s board, announced Loeb 
on the first business day of the New 
Year, had voted to liquidate the com- 
pany which produces 10% of Cuba’s 
raw sugar. The company’s Hershey 
properties, acquired from the choco- 
late king’s estate in 1946, were being 
sold, he said, to a group of Cubans 
for $24.5 million. Loeb intended to 
distribute the proceeds—some $12 per 
share—to CUB’s 2,700 shareholders. 

Loeb’s second stage of liquidation 
involved Cuban Atlantic’s big sugar 
producer, Compania Azucarera At- 
lantica del Golfo. This would be spun 
off in stock as a separate corporation. 
Since this subsidiary produces from 
two to three times the amount of 
sugar grown by the Hershey proper- 
ties which brought $12 per share, its 
indicated book value on CUB’s main 
balance sheet—also some $12 per share 
—appeared quite undervalued. At any 
rate, Loeb and his associates would 
own these properties conservatively 
valued at $12 a share, at a net cost of 
just $4 a share.t 
Closing the Gap. Wall Streeters con- 
cluded Loeb had refined the sugar 
techniques of financier Norman Wool- 
worth, who earlier announced he was 
partially liquidating his West Indies 
Sugar, bolstering his equity in the 
remaining shares thereby. Woolworth, 
too, had closed up the discount on his 
West Indies shares by selling $35.8 
million worth of properties to Domini- 
can Republic buyers, redeeming WID 
shares at book value with the pro- 
ceeds. 

Loeb won praise from sugar stu- 
dents for his timing as well as his 
method. “Sugar shot its load last year,” 
observed one commodity man. “It's a 
good time to get out of this sweet-and- 
sour business. Even though Cuban 
Atlantic probably earned more than 
$3 a share in fiscal 57 against $1.64 in 
"56, it doesn’t look as promising in '58.” 

Wall Street Catches On. Wall Street 
itself had awakened somewhat be- 
latedly to Loeb’s profitable liquidation 
From its low of 16 only three months 
ago, they bid Cuban Atlantic, up to 
book value by early this month. But 
as for John Loeb, he was doing little 
crowing over his sweet success: 
“When we bought the property we 
thought it a very good value,” said 
he. “When we sold it, we thought it 
a very good sale.” 


tIn addition, CUB’s 46% interest in Central 
Violeta Sugar and other interests would be 
distributed pro rata 
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CORPORATE PLURALIST 


TRY, TRY AGAIN 


Textron’s Royal Little adds 
another company to _ his 
sprawling enterprise. It could 
mean $2 million more a year 
to Textron’s net income. 





Surewp Royal Little realized many 
years ago that there was more to 
successful corporate pluralism than 
merely stringing together a series of 
businesses. As he once put it: “Any 
fool can buy businesses—all that takes 
is money. The important question is 
whether the business you buy will 
continue to be successful after you 
purchase it.” 

Little, chairman of the 14-company 
amalgam known as Textron, Inc.,* 
was simply articulating what many a 
postwar financier has learned in some- 
times painful fashion: namely, that 
the most elaborately conceived finan- 
cial structure may come unstuck if its 
component parts are unsound. But 
Little, for all his theoretical under- 
standing of the principle, was not 
always successful in applying it in prac- 
tice. More than one of his businesses 
went bad and, as a cumulative result, 
Textron had to slash its dividend last 
year from a $1.60 annual rate to $1. 

As Royal Little bought his first com- 
pany of 1958 this month—Fanner 
Manufacturing—Wall Street was won- 
dering whether it, like so many of 
Little’s acquisitions in the past, might 
not become unprofitable after it joins 
the Textron stable of companies. 

It had happened often enough in 
the past. One example: MB Manu- 
facturing Co. had been profitable 
since the business was founded in 
1938. But in 1955, the year after 
Textron bought it from Rollin and 
George Mettler, MB Manufacturing 
lost money. By the end of 1956 two 
more companies, Ryan Industries and 
Coquille Plywood, proved that Little’s 
financial acumen was not always a 
sure guide when it came to picking 
acquisitions that would continue to 
make money. Both had been profita- 
ble prior to joining Textron. (Ryan 
had been averaging $1 million an- 
nually before taxes.) At the end of 
their first year (1956) with Textron, 
their losses together totaled up to 
$1.2 million. 

Royal Little was having a difficult 
time in diversifying his textile com- 
pany from the recession-hit cloth in- 
dustry. “We are trying,” he said, “to 
get away from a business where the 

*Textron, Inc. Traded NYSE. Price range 
t+ Ra of cnt wi. 10. Dividend 

: $1.60. payout: 1, Earn- 


ings per share (1956): $1.73. To assets: 
$192 million. Ticker symbol: TXT. 
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investment is terrific and the return 
low.” It began to look as if Little had 
leaned towards acquiring companies 
that soon needed “terrific” invest- 
ments for low returns. 

The stock market’s disenchantment 
with Little’s acquisitions was quick in 
coming. The price of Textron com- 
mon, having already dropped 50% 
from its 1956 high following the divi- 
dend cut, slumped by the end of last 
year to barely 36% of its former high. 
Its yield clearly showed the market 
sentiment. It was up to almost 10% 
from 5% a year ago. 

Fanner Manufacturing, however, 
could well vindicate Little’s judgment. 
It has been profitable since 1913. Dur- 
ing the past five years this maker of 
foundry chills and chaplets (devices 
used in foundries which resemble 


thumbtacks and hairpins) has aver- 
aged $2 million in pre-tax profits an- 
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TEXTRON’S LITTLE: 
buys some golden rain 


nually over the past five years. If its 
earnings hold, as Little hopes they will, 
the $2 million can be added to Tex- 
tron’s net income without a tax bite. 
Little’s company is out of bounds to 
the income tax collector because of its 
large tax loss carryovers which will 
amount to $20 million in 1958, $3.1 
million in 1959, $4.9 million in 1960 
and $2.5 million in 1961. 

At any rate, Little badly needs 
Fanner’s profits for 1958. Reason: 
Textron’s current profit flow is not 
great enough to use Textron’s big 
1958 tax credit, and Royal Little is no 
man to sit calmly by while millions in 
tax credits expire. “A tax umbrella,” 
quipped one broker about Little’s 
plight, “isn’t much good unless you’re 
standing in that old golden shower.” 
Fanner’s profitable golden rain, Wall 
Street reasons, makes the company 
well worth the 395,169 Textron shares 
Little will pay to acquire the balance 
of the Fanner stock (Textron already 
owns some 34% of it). 





MOVIES 


THE DESERTED 
VILLAGE 


Selling off its newer films to 
TV, hard-pressed Hollywood 
was warned last month, could 
well be the end of everything. 


Hottywoop, which has learned to 
take dire forecasts in stride since TV 
first blinked its unsleeping eye, last 
month heard a Cassandra voice it 
could not ignore. It came from one of 
its own brethren, a Chicago exhibitor 
(Essaness Theatres Corp.) and some- 
time telefilm “angel” (Ellery Queen) 
named Edwin Silverman. Predicted 
Silverman darkly: “All major Holly- 
wood studios engaged in production of 
motion pictures for theaters, with the 
possible exception of one, will close 
within the next six months.” 

Such an uproar had not been heard 
in movieville since Clark Gable 
peeled off his shirt (in It Happened 
One Night) and set the underwear in- 
dustry howling about his lack of an 
undershirt. At once, most moviemak- 
ers pounced on Silverman’s grim pre- 
diction. But at least one mogul, 
Producer William Perlberg, saw a 
good chance of the movie capital be- 
coming a deserted village, not in six 
months perhaps, but certainly in three 
years, providing: 1) that moviemak- 
ers persist in selling off their post-1948 
films to TV; and 2) that pay-as-you- 
see toll TV is still not in force. Only 
if Hollywood can keep its newer 
movies out of the reach of free TV, 
Perlberg insists, can the industry hope 
to survive. In three years, he believes 
the movies now available to video will 
have gone stale, thereby luring people 
back to the theaters. 

Always A Bridesmaid. But in Holly- 
wood last month, a town where 
divorce has been called its most 
important by-product, the inclination 
seemed to be to try marriage as the 
best possible defense. Two rumors 
making the rounds had Warner Broth- 
ers merging with Universal-Inter- 
national, and Allied Artists linking 
up with RKO and Republic. Report- 
edly behind the Warner-UI talks is 
Serge Semenko, vice-president of the 
First National Bank of Boston and a 
big Warner stockholder. 

In Manhattan, however, money- 
making United Artists’ Robert Ben- 
jamin labelled the rumors “just talk.” 
How Warners and Universal could 
expect to get by Government trust- 
busters, he said, he did not know. As 
for the alleged AA-RKO-Republic 
deal, added Benjamin, “There’s just 
no way of figuring that one.” 
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AIRLINES 


ROUND TWO 


United Air Lines, bellwether 

in the domestic jet equipment 

race, is taking off on yet an- 
other jet buying splurge. 


Witiram A. (“Pat”) Patterson, 58, is 
a man who likes to be first, and often 
is. In his 23 years as president of 
Chicago’s United Air Lines,* his big 
coast-to-coast carrier earned the 
claim to have introduced, among 
other things, low-cost air coach serv- 
ice, the airline flight kitchen, and all- 
cargo flights. But Pat Patterson’s 
most memorable job of trail-blazing 
occurred in 1955 when, bypassing the 
transitional turboprops, he was the 
first domestic airline chief to order 
pure jet equipment. Said Patterson 
soberly at the time: “This is the most 
important decision in our history. If 
we make a mistake, we're busted.” 

Session in Seattle. To date no jets 
have been delivered, and Patterson's 
decision has yet to prove itself. But 
most other airline bosses, facing the 
same decision, have since seen things 
Patterson’s way, ordered pure jets 
too. In the wake of United’s deal for 
purchase of 30 Douglas DC-8s (total 
price: $175 million), jet liner con- 
tract signings have emptied many a 
bottle of ink, and the nation’s bankers 
have come to know airline executives 
as well as their next-door neighbors. 
By the middle of last year, so many 
jets had been ordered that, in terms 
of dollar value at least, Patterson 
actually appeared to be something of 
a laggard. 

Last month, however, United’s Pat- 
terson was off again on another 
equipment buying spree. In Seattle, 
Patterson signed $39.7 million in con- 
tracts to buy 11 more jets, this time 
Boeing’s medium-range 720s. But 
that was just a starter. Patterson also 
announced plans to acquire another 
40 of the 125-passenger, 600-mph 
liners through 1965. Thus, including 
ten additional DC-8s recently or- 
dered, Patterson can now claim one 
more big “first”: altogether he has 
tentatively arranged to buy 91 pure- 
jet aircraft, far and away the most 
ambitious equipment program in the 
industry. 

The Pendulum. For aviation men, 
the significant thing was that Patter- 
son has stacked most of his chips on 
the medium-range jet. He is making 
a frank gamble. United’s arch-rival, 


*United Air Lines. Traded NYSE. Price 
range (1957-58): high, 4344; low, 184%. Divi- 
dend (1956): $1.50. Indicated 1957 payout: 
50c plus 4% stock. Earnings per share (1956): 
$4.59. Total assets: $251.5 million. Ticker 
symbol: AL. 
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UNITED’S PATTERSON: 
“The public goes for speed.” 


American Airlines, the nation’s larg- 
est domestic carrier (United ranks 
second in size), has ordered 35 tur- 
boprop Lockheed Electras. When 
American’s Cyrus Rowlett Smith be- 
gins flying his Electras against 
United’s piston-driven DC-6s and 
DC-7s later this year, Patterson will 
have his work cut out for him. 
United’s share of the travel market 
will be in jeopardy for a year or 
longer. 

But when the swift new Boeing 
720s start arriving in 1960, the pendu- 
lum may well swing back United's 
way. As things stand now, American 
is heavily committed to the turbo- 
prop. Though Smith has also an- 
nounced plans to buy 25 medium- 
range jets, he has yet to designate the 





AERIAL 
STRATEGY 


Unlike other big domestic operators, 
United Air Lines has by-passed the 
turboprop thus far in its buying plans, 
is banking heavily on a big: medium- 
range jet fleet to lure passengers dur- 
ing 1960's. 
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craft or place an order. However, 
since United has now sewn up many 
delivery positions for the 720 and 
Trans World Airlines has a similar 
claim on early Convair 880 produc- 
tion, American may well have diffi- 
culty even finding any medium-range 
jets to buy on good schedules. In the 
interim, Patterson believes, on all but 
the shortest runs his 720s will show 
their exhaust trails to Smith’s Elec- 
tras. “The public,” reasons aerial 
strategist Patterson, “will always go 
for speed, and the 720 is faster than 
the Electra.” 

Actually, Patterson takes a rather 
jaundiced view of turboprop equip- 
ment in general, and he makes no 
bones about it. “On paper,” says he, 
“we have a need for economical 
short-range equipment. But the tur- 
boprop still looks rather questionable 
to us. A new jet engine might serve 
the purpose, and quite a few manu- 
facturers are working up something 
in that line right now.” 

Out of Pocket. Selecting flight 
equipment to stay competitive, how- 
ever, is only part of the airline’s jet- 
age problem. Like its rivals, United 
must find a way to provide continu- 


.ous financing in the face of sliding 


profits. After earning $10.3 million 
in 1956, Patterson estimates that 
United will show a net of just $7 
million for 1957, do no better than 
break even this year. As a onetime 
banker and still a shrewd man with a 
dollar, Patterson has already arranged 
for $100-million credit from some 30 
banks to cover his latest round of 
orders (he negotiated $150-million 
financing in 1955). But still he must 
turn up another $25 million or so to 
handle the job. 

Some help, airmen pray, may come 
from the Civil Aeronautics Board's 
current fare investigation, in which 
United (along with other domestic 
carriers) is pressing for a rate in- 
crease. Patterson, however, takes 
pride in the claim that United’s ad- 
vanced equipment program does not 
necessarily depend upon CAB aid. 
Last October, American’s Smith 
warned the CAB that his airline 
could not complete its second round 
of jet and turboprop purchases with- 
out higher fares. Commented Pat 
Patterson upon placing his latest or- 
ders: “We're attaching no conditions 
whatsoever.” 


CORRECTION 
Due to a printer’s error, the man- 
rating for United Air 
Lines appearing on page 24 of the 
January 1, 1958 issue of Forses was 
incorrectly shown in part of the 
press run. The correct rating is 90. 
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TWA’S EX-PRESIDENT BURGESS: 
he never met... 


AIRLINES 


HEADLESS 
WONDER 


Reverting to pattern, turbu- 

lent TWA is once again with- 

out a president, and the man 

who won't himself run the 

airline still won't let anyone 
else run it. 


Last month, for the second time in 
ten years, Carter L. Burgess cleaned 
out his desk at Trans World Air- 
lines.* The first time was in 1947 
when, as assistant to then-President 
Jack Frye, he joined Frye in packing 
up and moving over to General Ani- 
line & Film. Last month, after less 
than one year as TWA’s boss, Carter 
Burgess once more gathered his goods 
and moved out. 

Both his coming and his going could 
be laid squarely at the white-sneak- 
ered feet of high-flying, high-handed 
Howard Hughes, TWA’s inscrutable 
No. One stockholder, who has not so 
much as set foot in the TWA building 
on Manhattan’s Madison Avenue in 
the last ten years. His last visit: when 
he hot-footed it into town on the 
heels of the Frye-Burgess departure. 

The Friendly Persuasion. Precipitat- 
ing President Burgess’ exit, “a 
friendly one” according to a Hughes 
edict, was a dispute over “airline 
policies.” Specifically, Burgess was 
known to be unhappy over Hughes’ 
penchant for negotiating TWA’s huge 
equipment purchases ($320-million 
worth of orders comprising 30 Con- 
vair 880 jets, 33 Boeing 707 jets) 
through Hughes Tool Co. without con- 


*Trans World Airlines. Traded NYSE. Price 
range (1957-58): high, 2014; low, 914. Divi- 
dend (1957): none. Indicated 1958 payout: 
none. Earnings per share (1956): d70c. Total 
assets: $196 million. Ticker symbol: TWA. 
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CHIEF STOCKHOLDER HUGHES: 
his boss 


sulting the operating men who would 
have to live with them. Especially did 
he deplore Hughes’ contemplated de- 
cision to add to TWA’s fleet some 15 
Vickers-Armstrong Viscounts and 
a number of Bristol Britannias. A 
confirmed jet man, Burgess (who 
served as assistant secretary of de- 
fense under “Engine Charlie” Wilson) 
reportedly saw no room for turbo- 
props in TWA’s future. 

In announcing the parting, Hughes 
acknowledged that Burgess has 
brought “great energy, dedication and 
devotion to TWA.” But it did not 
help matters one whit that, in all the 
months he served as president, Carter 
Burgess had never even met Stock- 
holder Hughes. 

In addition to his demonstrable en- 
ergy, aggressive young (41) Carter 
Burgess had also brought some hard- 
handed management to wobbling 
TWA. Named president just after 
the carrier had suffered its first an- 
nual loss in seven years, Burgess 
went after costs like a whirling prop, 
succeeded in boosting TWA’s rev- 
enues in the first nine months of 1957 
some 10°, (to $199.4 million), lifting 
earnings sharply (to $2.5 million) 
despite a first-quarter loss of $3.2 
million. Even so, after a dismal fourth 
quarter, it was touch-and-go wheth- 
er the line would finish the year in 
the red or black. 

The Hughes Hand. 
cloudy showing was to minority 
stockholders, it had a silver lining 
for Stockholder Hughes. Last June 
he indicated that his 100°-owned 
Hughes Tool Co. was considering fil- 
ing a joint tax return with TWA under 
a Federal tax law which permits two 
companies to so file providing one 
holds at least 80% control of the 
other. From the New York Stock Ex- 
change came word that Shareholder 
Hughes had recently added another 
12,300 TWA shares to his already 
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brimming portfolio, now holds 5.2 mil- 
lion shares or 77.6% of the carrier's 
6.7 million outstanding shares. 

Hughes is thus squeakingly close 
to the 80% requirement and stands 
to derive a big bonus from TWA’s 
misfortunes. By using TWA’s losses 
($2.3 million after a tax credit of 
$2.5 million in 1956, possibly another 
deficit in 1957) to offset Hughes Tool 
profits, Hughes could cut down the 
taxable income of his flourishing tool 
company. 

As the old year bowed out last 
month, TWA once more was without 
a president, once more the headless 
wonder of the national airlines. But 
that was nothing new for TWA. After 
Ralph Damon died in 1956, the line 
was ten months without an opernting 
chief, called upon Chairman War- 
ren Lee Pierson (as it did again last 
month) to double in brass. Said one 
TWA _ spokesman philosophically: 
“After a while, a company like this 
develops a kind of momentum.” 


STEEL 


HAND IN GLOVE 


In Wall Street’s rumor-ridden 

glades, Armco Steel has been 

walking hand-in-hand with 

comely National Supply for 

years. Now the engagement 
is official. 


For many a year, gossip-hungry Wall 
Street has buzzed with a choice and 


always fascinating tale: that there 
was “something up” between Armco 
Steel,* the U.S.’ seventh largest steel 
producer, and National Supply,+ the 
nation’s largest independent supplier 
of oil and gas field equipment. Last 
month the long-whispered engage- 
ment became official. As soon as the 
date was set and stockholder approval 
secured, announced Armco’s Presi- 
dent Ralph L. Gray, the pair will tie 
the nuptial knot. 

It will be one of the weddings of the 
year—if, that is, no one is left waiting 
at the church door. Out of the al- 
liance will spring the U.S.’ fourth 
ranking steel company, with sales of 
well over $1 billion a year. Terms of 
the property settlement: 0.85 shares 
of Armco for each one of National 
Supply. 


*Armco es. Traded NYSE. Price range 
(1957-58) : —_ 6512; low, 395%. Dividend 
(1956) : $2.55. ndicated 1957 ayout: $3. Earn- 
ings per share (1956): $6.03. Pe assets 
$612.8 million. Ticker symbol: 


+National Traded NYSE. Price 
range (1957- sa) iy ch, 51; low, 305g. Dividend 
(1956): $1.44. Indicated 1957 pa yout : $2.36 
Earnings r share (1956) : $5.13. Total assets 
$155.7 million. Ticker symbol: NH. 


ForBes, JANUARY 15, 1958 





Prev ear za 


idvVvO 


FORBES, JANUARY i0, i900 


Made for Each Other. The two made 
what society columnists call “a hand- 
some, well-matched couple.” Both 
had first-rate pedigrees and each was 
a nice complement to the other. 

For Armco, it was something like 
marrying the kid next door who had 
always somehow escaped notice. Al- 
though a good 20% of its 6-million- 
ton steelmaking capacity is at Hous- 
ton, heartland of the American oil 
industry, Armco has _ traditionally 
turned its eye elsewhere for major 
markets, particularly autos and ap- 
pliances. Thus, while it has cashed in 
handsomely on the unprecedented 
postwar growth in demand for light 
steels, Armco has not shared fully in 
the booming demand for steel over 
recent years from the oil industry on 
its own front doorstep. 

For its part, National Supply, whose 
Pennsylvania-made tubular products 
and retail stores are landmarks 
throughout the oil country, has vir- 
tually no basic steelmaking capacity 
of its own. Thus it has been forced to 
buy all of its steel requirements, which 
run to around 800,000 tons a year, in 
the open market at prices well above 
what it would cost to produce the steel 
itself. 

In time the marriage promises well 
for both outfits, particularly so be- 
cause it seems likely to mean in- 
creased stability. In good years, Na- 
tional Supply’s margins have tended 
to suffer because of its open market 
buying. In poor times, Armco has 
had to fight for customers. As a unit, 
Armco will have, once National Sup- 
ply’s present contracts with other 
producers expire, its own captive 
customer—in fact, the U.S.’ only re- 
maining major consumer of semi-fin- 
ished steel. Moreover, with its com- 
bined resources, the new outfit will 
be able to expand its productive facili- 
ties for oil country goods in the very 
territory where the bulk of the busi- 
ness lies. 

The Acquisitive Instinct. For Armco, 
such expansive ideas are no new de- 
parture. Since the war, its growth 
program has been the most ambitious 
among the major steel producers. Al- 
together it has spent some $500 mil- 
lion enlarging its commitment in 
higher-profit specialty grades such as 
stainless and aluminized steels, and in 
finished products like roofing, culverts 
and prefabricated steel buildings. 

In the process, Armco has doubled 
its capacity and, for all practical pur- 
poses, has rebuilt its entire plant. As 
a result, Armco shareholders have en- 
joyed not merely growth in sales and 
earnings, but growth where it counts 
most: in earnings per share. Between 
1951 and 1956, per share earnings rose 
80% on a 42% Ancrease in sales. 

Unlike most of the steel industry’s 
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ARMCO’S GRAY: 
new worlds to conquer 


growth companies, Armco can also 
boast a rather remarkable stability as 
well. With its plants strategically lo- 
cated in steel-short areas, even in off 
years Armco has generally succeeded 
in operating at well above the average 
industry rate. Thus in 1954, for exam- 
ple, while the industry was operating 
on average at 71% of capacity, Armco 
averaged 91%. In the last quarter of 
1957, when most steel companies’ 
operating rates were down around 
70%, Armco’s were in the upper 80s. 
“I don’t know whether we'll run above 
the industry this year or not,” Gray 
says. “But I won't deny we've gen- 
erally done a little better than the in- 
dustry in the past.” 

Over the Threshold. Thus even the 
promised rigors of 1958 hold few ter- 
rors for Gray. “We think we’ve made 
great progress in inventory reduc- 
tion,” he says, “but we can’t be sure. 
We do think 1958 will be a pretty good 
year for Armco.” 

Gray, however, does not count on 
National Supply for any striking im- 
provement in immediate profits. 
Though National Supply’s oil country 
goods were in tight supply last year, 
most steelmen, Gray included, admit 
that demand has lately eased consid- 
erably. Chances are that most con- 
sumers will spend a large part of the 
year living off their accumulated fat. 


HOUSEHOLD PRODUCTS 


GONE THE GLITTER 


High dividend yields? Don’t 

mention that phrase to any of 

International Silver's recent 
stockholders. 





“Beware the Ides of March and the 
10% yield,” runs one of Wall Street’s 
ancient warnings. In the case of 
Meriden, Connecticut's International 
Silver Co.,* the Cassandras could 
hardly have been more correct. The 
world’s biggest manufacturer of sil- 
verware (International Sterling, 1847 
Rogers Bros., Holmes & Edwards), 
INR figuratively entered the postwar 
era with a silver spoon in its corporate 
mouth, ladled in $14.98 in profits on 
each of its 365,000 shares in 1947. 

Nor did International skimp with 
its stockholders. Its directors in 1947 
paid out $7 a share in dividends. In 
1948, when the company earned $19.41 
per share, the board ordered a $9 
dividend. 

Silver Pattern. In those days INR 
common looked all but irresistible to 
yield-hunting investors. Most stocks 
in the Fifties yielded 5% or there- 
abouts. But in eight of the 12 post- 
war years, INR returned better than 
10% on its market price as buyers 
warily refused to bid it up to the point 
where it offered a more conventional 
return. 

Time proved the market right. By 
1955, International Silver's profits had 
flattened out to $7.52 per share and 
in 1956 it rang up a hollow $5.53 per 
share. Investors who had _ been 
tempted by the high yields lived to 
repent it. By 1956 International Sil- 
ver’s dividend had been cut to barely 
half the rate of the early postwar 
years. Investors who had been allured 
by the nearly 20% yields of 1948 found 
that by 1957 they were receiving less 
than 5% on their original investment 

*International Silver Co 
Price range (1957-58) 
Dividend (1957): $2.62',. Indicated 1958 pay- 


out: $1.50. Earnings per share (1957) $2 
(est.). Total assets: $45.7 million. Ticker 


Traded NYSE 
high, 5149; low, 22 





TARNISHING SILVER 


Homemakers eager for its elegant tableware handed earnings on a silver 
platter to world-leading International Silver Co. after the War. But in recent 
years, increasing foreign competition in stainless steel ware and unsuccessful 
diversification have badly tarnished its earnings and dividends. 


symbol: INR 
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—and the investment itself had 
shrunk to barely 40% of its former 
value. 

The reason for Silver’s dulling fin- 
ish in the postwar profits race: the 
brightening Japanese economy. After 
the Korean War, a flood of cheap Jap- 
anese stainless steel eating utensils 
rolled over half the U.S. market. Not 
only did President Craig Munson sell 
less silverware, but what he did sell 
had to be priced low enough to 
meet the competition of the imported 
cutlery. 

In stainless, International just could 
not compete effectively at all. “Our 
future in stainless,” Munson admitted 
this month, “is shrinking all the time. 
Even if we doubled the tariff, the 
Japanese could undersell us by some 
50%.” 

Sitting on Their Silver. But Craig 
Munson and his proud Connecticut 
craftsmen could not blame all of their 
profitless predicament on foreigners. 
For years, with a complacency-breed- 
ing 25% of the total U.S. tableware 
market seemingly in their lap, they 
did next to nothing about seeking 
other work for their not inconsider- 
able assets. Apart from minor ven- 
tures in rolling non-ferrous metals 
and in wire cable operations, their 
one big attempt at diversification 
came a cropper. 

Munson had successfully forged jet 
engine blades for Ford, GM and 
United Aircraft during the Korean 
War. Last year he tooled up again, 
prepared to go after government busi- 
ness as a subcontractor once more. 
With his production line finally com- 
pleted, his prime contractors were 
suddenly stretched out, leaving Inter- 
national with no choice but to get out 
of the jet business. 

Stringing Up Eyelet. That left un- 
lucky Munson with a large, empty 
plant come spring. Meanwhile, Water- 
bury, Connecticut’s Eyelet Specialty 
Co., a tidy $7.5-million (sales) metal- 
products business (lipstick cases, bot- 
tle closures, electronic items) was 
hungering for space to expand. Last 
month International Silver purchased 
its little neighbor from owner Stephen 
Clark, a former $3-a-week INR office 
boy. 

“This,” announced Craig Munson, 
“will be the largest addition to our 
corporate family since International 
Silver was formed in 1898. And one 
of the most compatible aspects of our 
marriage,’ added he “is that Eyelet 
will move into our old jet-blade 
facilities.” 

“Eyelet’s business,” Munson con- 
cluded, “will provide a much more 
profitable and stable substitute for 
our jet blade business.” Perhaps it 
would, but the damage had already 
been done for 1957. Munson’s net 
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INTERNATIONAL SILVER’S MUNSON: 
could he replate silver profits? 


would likely fall to a postwar low of 
$2 per share. Craig Munson had had 
to dig deep into his Connecticut Yan- 
kee bag of fiscal tricks to reach even 
that battered amount. By canceling 
a special renegotiation reserve set up 
in previous years, he managed to add 
a non-recurrent 88c to his earnings 
for the year. 

New Year's Gift. Worse yet for the 
yield-seekers who had bought the 
stock in the 60s, a further slash in 
dividend payout late last year cut 
International Silver common to a 
$1.50 annual rate, lowest since 1945. 
But investors, perhaps because they 
were impressed by the merger pros- 
pects, perhaps because they liked 
the solid $60-odd a share in working 
capital on International  Silver’s 
books, put on a real year-end rally 
for the company’s common stock. In 
the final day of the year on the New 
York Stock Exchange they bid its 
stock from 23 to 27 in a few hours’ 
trading. It was a pleasant end to an 
unpleasant year for the company’s 
stockholders. As one of them put it: 
“It’s been a valuable lesson to me. 
Never again will I buy a stock just 
because it pays a high dividend, and 
without making sure it can continue 
earning it.” 


NYSE BOND CORNER: 
it shot off fireworks 
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FINANCE 


LENDER’S MARKET 


Brokers might be less than 

buoyant as the new year be- 

gins, but among the bond 

crowd there is plenty of good 
cheer. 


Atonc Wall Street, where few broker- 
age houses make money during any- 
thing less than a 2-million-share day, 
brokers were wont to cry poor mouth 
during most of 1957. The Dow-Jones 
averages were off, and so was the 
volume of shares traded, the business 
that brings in the fat commissions. 
Last month, however, it became clear 
that some of the tears were of the 
crocodile variety: if The Street had 
been losing profits with one hand— 
brokerage—it had been raking them 
in with the other—underwriting. 

Actually in 1957 The Street had 
underwritten no less than $9 billion 
in public offerings alone of new cor- 
porate and foreign securities, a wal- 
loping 26% more'than in 1956. Only 
twice since they started doing business 
under the famed buttonwood tree in 
1792 had brokerage house “finders” 
rounded up so much business. In fact, 
the underwriting departments have 
broken the $6-billion mark in new 
offerings only four times before, all 
of them during the industrial boom 
that followed 1953. Last year they did 
half as well again. 

A Mixed Grab. But if brokers’ feel- 
ings were thus mixed about 1957, 
equally mixed was the grab bag of 
new corporate financing. For it had 
not been at all evenly divided. For 
once, it was the “bond crowd,” work- 
ing quietly in its oasis of calm on the 
hectic floor of the New York Stock 
Exchange, that had shot off the finan- 
cial fireworks. New offerings of pre- 
ferred stock actually had totaled only 
$355 million, a 39.6% decline from 
1956, and common stock flotations had 
been off by 4% to $2.2 billion. 

Bonds, however, were a far different 
story. During the year, underwriting 
syndicates floated no less than $6.5 
billion in new bonds to the public, a 
lusty 50.1% increase over 1956. “By 
and large,” says Bache & Co.’s Harold 
Bache wryly, “1957 was a mixed year 
for Wall Street.” 

Boom & Bills. What was business’ 
special interest in bonds last year? 
The answer did much to sum up the 
whole story of the economy, business 
and Wall Street during 1957. Though 
Wall Streeters were not talking about 
it, American business—in the midst 
of the biggest building boom in his- 
tory—had been hard pressed to pay 
the bills it had incurred. 
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In the third quarter alone, the latest 
period for which the Government had 
figures, American manufacturing firms 
added no less than $3.5 billion to their 
property account. Yet, over the first 
three quarters, earnings had not kept 
pace with expansion. Moreover, though 
sales rose by $14 billion, to $240 bil- 
lion, earnings held near their 1956 
level of $11.9 billion. As a result, 
for many companies further equity 
financing would have seriously diluted 
earnings. The alternative was adding 
to debt. 

Bond Capers. Adding more icing to 
the bondmen’s cake was 1957’s tight 
money squeeze. Many borrowers had 
to add “sweeteners” in the form of re- 
strictive provisions on early refund- 
ing to their bonds. But the height of 
the boom came only when the Gov- 
ernment reduced the rediscount rate 
from 34% to 3%. Overnight, the 
“quiet corner” of the Exchange turned 
from what Harold Bache calls “sticky” 
to a rampaging bull market. Notes the 
staid bond house of Halsey, Stuart & 
Co.: “The effect was spectacular.” 

It was indeed. Suddenly there were 
buyers aplenty for everything sellers 
had to offer. Prices in the usually 
slow-moving market bounced back 
and went to a premium. Dealer in- 
ventories of bonds, high during the 
year, were reduced sharply. Buyers 
who had shown little interest in bonds 
entered the market with huge sums 
of money, giving prices probably their 
most rapid advance ever in such a 
short time. 

Not all the bondmen’s business, 
however, came from manufacturing 
industries. The amazing utilities, still 
growing despite their ten-year-old 
boom, accounted for more new financ- 
ing ($3.7 billion) than any other 
group, and, by and large, they chose 
bonds. The gas utilities alone raised 
$955 million in new money through 
bonds, and picked up only a fifth as 
much money through preferred and 
common stock. 


More to Come? The bond trend 
seems to be continuing among utility 
men. When Gardiner Symonds, presi- 
dent of fast-growing Tennessee Gas 
Transmission, needed money recently, 
he floated one million shares of new 
common stock. But his attitude has 
changed. Says he: “We will likely 
need to return to the market later in 
the year, but that financing will be 
debt rather than additional equity.” 

Can the bondmen, then, count on a 
continuing bonanza? Halsey, Stuart, 
the top U.S. underwriter, was not so 
sure. “How much of a contraction in 
the demand for investment capital will 
result from a slowing down of busi- 
ness activity,” it commented at year 
end, “cannot be determined as the new 
year begins.” 
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AUTO PARTS 


THE BUDD SYSTEM 


When its auto parts business 
stalled temporarily, versatile 
Budd Co. turned to railroad 
cars. Now it is looking fur- 
ther to aircraft parts. 





“Tuts business,” George E. Lallou, 
vice president of Philadelphia’s Budd 
Co.,* once proclaimed, “is neither fish 
nor fowl.” Last month Budd’s busi- 
ness—auto parts and rail cars—was 
like a fish out of water. Totting up 
results for 1957, Treasurer F. (for 
Frederic) Walter Norcross reckoned 
Budd’s sales at “not too far off” 1956’s 
$307.8 million, its profits “somewhere 
in the neighborhood” of 1956’s $1.97 
a share. What had Budd hanging 
somewhat on the hook was the fact 
that both of its specialties, auto parts 


NUCLEAR SYSTEMS EQUIPMENT: 
neither fish nor fowl 


and railroad cars, showed signs of 
stalling on 1958’s upgrade. 

Thus last month President Edward 
Gowen Budd Jr. decided to try some- 
thing new: aircraft parts. He an- 
nounced that after several months of 
buying, Budd had _ accumulated 
roughly 14% of the 700,000 outstand- 
ing common shares of San Diego’s 
Solar Aircraft,t a major “hot parts” 
producer, specializing in heat-resist- 
ant aircraft parts and small gas tur- 
bines (sales in fiscal 1957 ended April: 
$83 million). 

Friends In Need. Budd has already 
asked for representation (two mem- 
bers) on Solar’s board, with an ob- 
vious object: matrimony. To Budd’s 


*Budd Co. Traded NYSE. Price range 
(1957-58): high, 2149; low, 133%. Dividend 
(1957): $1.40. Indicated ft out: $1.40. 
Earnings per share (1956) : $1.97. Total assets: 
$197.1 million. Ticker symbol: BF. 


tSolar stee. Eeees NYSE. Price range 


(1957-58) : gh, 3%; low, 1534. Dividend 
(1957): $1. Indicated 1958 ayout: $1. Earn- 
— per share (1957): 55c. Total assets: $42.2 
million. Ticker symbol: SAR. 


advances, Solar President Herbert 
Kunzel has said only that the pro- 
posal will be given “careful study.” 
No strangers to each other (“We're 
both firm believers in stainless steel’’), 
the two companies worked together 
on stainless steel parts for planes dur- 
ing World War II. What’s more, little 
($42.2-million assets) Solar is as 
closely tied to aircraft as giant 
($197.1-million) Budd is to autos, and 
both have tried, with varying degrees 
of success, to lessen their dependence 
on their respective specialties. 

Over the past several years, Budd 
has started up a Nuclear Systems 
division (which last year brought in 
less than $1 million) and added the 
Tatnail automatic measuring system 
(which is “just getting underway,” 
should gross $2-$3 million this year). 
Its Continental-Diamond Fibre di- 
vision is somewhat more substantial, 
last year contributed about 9% of 
Budd’s sales. 

Solar’s postwar diversification ex- 
periences, on the other hand, have 
been rather painful. It tried every- 
thing from dairy machinery and gar- 
den furniture to caskets, dropped 
$500,000 on the ventures. More re- 
cently it has wisely stuck to the sort 
of things it knows best: welding ma- 
chines, ceramic coatings for metals. 

The Suitor. Budd apparently is not 
only willing, but anxious for a merger. 
As the nation’s third biggest auto 
partsmaker, it traditionally reaps ful- 
ly 80% of its volume from them. But 
with auto production skidding and 
such top customers as Ford and 
Chrysler making more of their own 
parts, the silver cord that binds Budd 
to Detroit has begun to feel more like 
a tight leash. 

In past years—ever since, in fact, 
Founder Edward G. Budd turned to 
making lightweight rail passenger cars 
during the depression just to keep his 
shops busy—Budd has been able to 
take up the slack with its rail cars. 
But last year even that resource 
played out. The rail equipment di- 
vision turned out only “125 or so” 
cars (vs. 159 in 1956), chipped in a 
mere 8% of sales.. Explained Treas- 
urer Norcross: “The railroads just 
aren’t buying.” 

In Solar, Budd sees an aggressive 
little outfit whose sales last year 
sprouted 61% over fiscal 1956, and 
which should benefit from stepped-up 
defense contracts. Cash-rich Budd, 
on the other hand, has some $70 mil- 
lion in net working capital (Solar: 
$10 million). 

The proposed Solar merger may be 
one answer. But like any suitor, 
Budd’s Budd, according to one com- 
pany executive, was being “very 
quiet, even among ourselves. The 
next move is up to Solar.” 





STEEL 


BREATHING SPELL 


With capacity and consump- 

tion far out of balance, steel 

producers have become a 

very cautious breed of opti- 
mists. 


THE nation’s steel companies slumped 
their way into the new year on a 
highly inauspicious note. During the 
last full week of 1957, steel produc- 
tion lagged at 53.4% of capacity—the 
lowest operating rate since Indepen- 
dence Day week of 1949. Total out- 
put for the period ran just under 1.4 
million tons, or 41% below the com- 
parable Christmas week of 1956. For 
the fourth consecutive quarter, the 
steel men’s operating rate had taken 
a sharp slide. 

Black & White In a sense, operating 
rate calculations made the industry’s 
outlook appear much gloomier than 
the facts would bear out. The reason 
for this is that steelmakers increase 
the rate base as new capacity is 
added, thus create some distortion in 
year-to-year production figures.* Ex- 
plains Chairman Roger M. Blough of 
giant U.S. Steel: “Since 1947, indus- 
try capacity has increased by more 
than 40%, and with present capacity, 
an operating rate of 70.6% would 

*Many steel producers would like to abol- 
ish or amend this index. A committee of the 


American Iron & Steel Institute is now study- 
ing problem 


equal 100°, operations a decade ago.” 

Nevertheless, it was true that 1957 
had witnessed a growing imbalance 
between consumption and production, 
alarming many students of industry. 
But if steel men were frightened, 
they did not show it in their year-end 
statements. “Business in 1958 will be 
taking a breathing spell,” predicted 
President Ralph L. Gray of Armco 
Steel last month, “but will soon find 
it necessary to again push ahead with 
new vigor to prepare for the expected 
upsurge of the 1960s.” Echoed U. S. 
Steel’s Blough: “The real question is 
not whether we may have expanded 
too far, but whether we will be able 
to rise to the market opportunities 
and responsibilities before us.” 

On nearly all market fronts, how- 
ever, the industry had undisputedly 
taken a beating during the latter part 
of 1957. Although several bright 
spots had begun to appear in the 
form of higher defense spending, re- 
laxed credit controls and an upturn 
in home building, sober steelmakers, 
once-burned, were taking a guarded 
view of profitmaking possibilities over 
months to come. 

A Solid Good. Most steelmakers 
agree with Chairman James L. 
Mauthe of Youngstown Sheet & Tube 
Co. “This year,” said he, “will be a 
good year when measured by all 
normal standards rather than by our 
desire to go on breaking records year 
after year. It may be a disappoint- 
ment to some, but it is no national 
calamity that Babe Ruth’s home-run 
record has never been smashed.” 


FLAMES FROM A BESSEMER CONVERTER: 
too much capacity, today; too little, tomorrow? 
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MONEY 


VICTORY FOR A 
SOUND POUND? 


They smiled when Britain’s 

Tory government vowed that 

it would hold the sterling 
line. But last month . . . 


WHEN British Chancellor of the Ex- 
chequer Peter Thorneycroft reiter- 
ated last fall that Britain had no 
intention of reducing the value of its 
pound sterling, most moneymen were 
sympathetic but not impressed. It 
seemed unlikely that a $2.80 pound 
could survive in the face of growing 
German competition for overseas 
markets and steady inflation in Brit- 
ain. Then came France’s de facto 
deflation and the speculators were 
sure the pound could not hold. So 
many traders rushed to go short of 
sterling (in favor, usually, of the 
German deutschmark*) that British 
reserves began groaning under the 
effort of holding the line. By last 
September Britain’s dollar and gold 
reserves were down to $1.8 billion, 
lowest in nearly five years. 

But Thorneycroft and the Conserv- 
ative Macmillan government dog- 
gedly persisted in their determination 
to maintain a $2.80 pound. To keep 
it sound they began to wage relent- 
less war against inflation, surprised 
the world by boosting the British 
bank rate to a staggering 7%. Other 
weapons: restrictions on hire pur- 
chase (instalment buying), limits on 
spending by local government bodies, 
holddowns on bank loans. 

There were loud protests from the 
Left that the battle against inflation 
was swelling the unemployment lists 
There were sneers from abroad that 
mere monetary methods would not be 
able to win the day. At first traders 
in Frankfurt, Paris and Zurich rea- 
soned that the 7% bank rate was an 
act of desperation, continued to be 
bearish on sterling. 

But by late last month, it began to 
look as though Britain was slowly 
winning the battle for a sound pound. 
Currency speculators, seeing their 
hopes of a quick profit vanish, began 
bidding for sterling to cover their short 
commitments. At year’s end Peter 
Thorneycroft was able to announce 
that Britain’s reserves had risen in 
the final quarter from $1.8 billion to 
$2.3 billion. Said he: “The increase in 
gold and dollar reserves in Decem- 
ber ($88 million) came mainly from 
commercial earnings rather than from 
the return of speculative funds.” 


*“By holding mark balances and 


owing 
sterling. 
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Agreed a top U.S. banker in the 
first week of the new year: “It looks 
as though the British have saved the 
pound, at least temporarily. We sold 
sterling recently at $2.81 3/32, the 
highest rate in over three years.” 
Chimed in one disgruntled trader 
who had sold sterling short: “I never 
thought they’d make it.” 

But in Peter Thorneycroft’s view it 
was not yet time to sit back and relax. 
Objecting to Prime Minister Mac- 
millan’s failure to press for stricter 
governmental economy, Thorneycroft 
handed in his resignation. “The limi- 
tation of government expenditures,” 
said Thorneycroft’s parting statement, 
“[is] a prerequisite to the stability of 
the pound .. . and the prestige of our 
country.” Added he sternly: “The 
government must accept the same 
financial discipline as it seeks to im- 
pose on others.” 


WALL STREET 


SMITH FOR BEANE 


A Smith named Winthrop 

adds his name to the most 

famous shingle on Wall 
Street. 





IN THE cacophony of the canyon, few 
sounds are more melodious than the 
name of the world’s biggest brokerage 
firm, Merrill Lynch, Pierce, Fenner & 
Beane. Every time the phone rings, 
this mercantile mouthful is dutifully 
recited in full by MLPF&B switch- 
board operators. Last month, after 16 
years of playing Wall Street’s equiva- 
lent of Madison Avenue’s Batten, 
Barton, Durstine & Osborn, the big 
broker was preparing to add a new 
lyric to the old barber shop quintet. 
Come March 1, the start of its fiscal 
year, the front door will read Merrill 
Lynch, Pierce, Fenner & Smith. 

The new name on the shingle is that 
of Winthrop Smith, 64, who began as 
a $7-a-week runner with the invest- 
ment banking firm of Merrill Lynch & 
Co. 41 years ago, and is one of the 178 
partners who have earned for Merrill 
Lynch such nicknames as “We the 
People” and “The Thundering Herd.” 
Since he became managing partner in 
1940 (when Merrill Lynch merged 
with E.A. Pierce & Co. and Cassatt & 
Co.), Smith, who rose to directing 
partner in 1956 on the death of Charles 
E. Merrill, has given everything but 
his name to the job of bringing Wall 
Street to Main Street, last November 
was named one of Forses’ Fifty Fore- 
most business leaders. 

Goodbye to Beane. Moving out 16 
years after his firm of Fenner & 
Beane joined up with Merrill Lynch, 
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MLPF&S’S WINTHROP SMITH: 
last but not least 


E. A. Pierce & Cassatt to form the 
present jaw-breaking handle, is Al- 
pheus Beane, longtime chief of the big 
broker’s commodity division and, for 
the past ‘wo years, manager of its 
Grand Central office. Far from retire- 
ment-minded, Beane hopes to set up 
his own firm or join some other Big 
Board member, where his 26 years’ 
experience “can be more fully utilized 
... in management and policy-making 
decisions.” Said Beane in parting: 
“Mr. Smith’s contribution to his firm 
and the growth and stature of all Wall 
Street cannot be overestimated.” 

The departure of Alpheus Beane, 
who will give up both his general and 
limited partnerships, means that Ed- 
ward Pierce and Charles Fenner, both 
retired, are the only surviving part- 
ners whose names are still on the 
door. But substituting “Smith” for 
“Beane” should prove no great prob- 
lem. “They’re both of equal length,” 
explained a Merrill Lynch spokesman, 


lf an "investor" could return in 
time to 1932, listed below is a 
group of stocks he should buy if he 


wants to be a millionaire in 1957.* 
Year Action Price per share 


0.625 
$114.50 


1932 Buys 3 shares Spiegel 
1936 Selis Spiegel! 
1937 Buys 38 shares 

endix Aviation . 
1942 Selis Bendix Aviation. 
1942 Buys 715 Cities Service 
1951 Sells Cities Service 
1951 Buys 3,745 American Can.. 
1953 Sells American Can 
1953 Buys 4,539 U.S. Steel..... 
1955 Sells U.S. Steel 
1955 Buys 125,074 Polaroid 
1957 Sells Polaroid ... 
*Total take: $6,660,260.50 


$ 9.00 
$ 40.00 
$ 2.125 
$120.50 
$ 23.00 
$ 40.00 
$ 33.00 
$124.00 
$ 4.50 
$ 53.25 











“and few of the firm’s signs are en- 
graved in stone.” Actually, the tough- 
est part of the switch in the shingle 
may well be shouldered by those 
agile-jawed switchboard operators, 
now obliged to change their accus- 
tomed chant. 


Wie 


Making money in the stock 
market is really very simple 
aaa 


Few words in the English language 
carry more significance than the sim- 
ple two-letter “if.” A small package 
of a word, it carries in its meaning a 
sort of melancholic regret. In the 
stock market many excuses for in- 
vestment error begin with the word 
“if” followed by either of two fol- 
lowing phrases: “. . . I had sold at the 
top,” or ‘ I had bought at the 
bottom.” ' 

So far at least, history records no 
investor who was able consistently to 
realize both “ifs.” But last month 
CBS-TV program “I’ve Got a Sec- 
ret” showed “as a gag” what might 
have happened if someone had fore- 
sight as powerful as the program’s 
hindsight. 

It would all begin in 1932 with a 
modest purchase of three shares of 
Spiegel Inc. at 62.5c a share. Total 
investment: $1.87%. Armed with a 
positive knowledge of the future, the 
buyer sells Spiegel at its high of 
$114.50 a share in 1936, and in 1937 
reinvests his gains in the market by 
buying 38 shares of Bendix Aviation 
selling at $9. 

By continuing to buy at lows and 
sell at highs, this “investor” would 
have his growing pot of money par- 
ticipating in purchases and sales of 
Cities Service, American Can, US. 
Steel. In 1953 the total amount of 
money in the pot is still under $1 
million when 4,539 shares of U.S. Steel 
are purchased at $33. And finally in 
1955 he buys 125,074 shares of Pol- 
aroid Corp. at $4.50 and sells it at last 
December’s high of $53.25. Final 
audit: the less than $2 had grown to 
$6.7 million in 25 years 

“It was just a funny bit,” says a 
program spokesman. “We didn’t count 
income taxes and we didn’t count in 
the $40,000 that would have been paid 
in dividends.” 

Among the flood of letters received 
by CBS inquiring about the “funny 
bit” was one containing $2. The 
writer asked that it be invested by the 
program, “using your system.” 
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R A I Zz R O A D G R O W ? One of a series telling what Chesapeake and Ohio 


ts doing to make this a bigger, better railroad. 





Things move fast on the C&O 


On January 2, 1958 — first business day of the stantially increased by the addition of a $7 
New Year—Chesapeake and Ohio published million pier now under construction. And at 
for its 90,000 shareowners a flash annual report C&O’s Port of Newport News, Va., export coal 
of its 1957 operations. According to financial dumping was up one-sixth over the year-before 
editors and security analysts, such fast report- record. Also, at this port a just-completed bulk 
ing for a billion dollar corporation “makes cargo pier, most modern on the Atlantic coast, 
corporate history”. unloads ships faster than a ton a second. 


This up-to-the-minute reporting is just one All these things mean that shipments move 
part of a continuing forward looking program faster, more dependably, when you route them 
to give Chesapeake and Ohio shippers con- over the modern, efficient Chesapeake and 
sistently superior transportation service. In Ohio. Chessie’s railroad keeps growing and 
addition to the modern coal classification facil- going! 
ities at Russell, Ky., a new fully automatic 
yard for merchandise freight goes into opera- 
tion there this month. This $5 million facility ANOTHER GOOD YEAR FOR 
electronically classifies an endless stream of CHESSIE’S RAILROAD 
merchandise freight cars with push-button 
speed and measured control. Coneeng Scenes Gultond E587 
4 Cosi en@ cole. ...««-. « $238 
Thanks to the new Car Location Information Merchandise . . . . . . . 168 
Center — CLIC for short — shippers know that fee itt SSR te 
C&O traffic offices can tell them the location a eS oo 


of their shipment almost instantly. Expenses, taxes, etc.—net . . . . $364 
OT are eee . $ 68 


The capacity of C&O’s coal handling facilities Earned per common share. . . . $8.36 
at Toledo, which last year established an all- Dividend paid per common share . $4.00 


time record of 18.7 million tons, will be sub- 
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SHIPBUILDING 


SMOOTH SEAS 


W hatever storm signals are up 
for other industries, the oy 
l 


yards are worrying not at a 





Just inside the Virginia yard of the 
Newport News Shipbuilding and Dry 
Dock Co. stands a monument bearing 
a quotation from founder Collis P. 
Huntington. “We shall build good 
ships here at a profit if we can,” it 
reads, “at a loss if we must—but al- 
ways good ships.” 

Newport News, in common with 
other U.S. shipbuilders, went through 
some lean days after World War II. 
But in recent years its president, 
William E. Blewett Jr., has not had to 
worry much about losses. Reasons: 
a world-wide boom in shipbuilding 
which has long since taxed the capaci- 
ty of lower-cost foreign yards; and 
an awakening in the U.S. to the need 
for keeping its shipbuilding industry 
alive with government orders. 

Big Upswing. Thus last month, at a 
time when most manufacturers of cap- 
ital goods were well over on the down- 
side of their sales-and-profit cycles, 
the shipbuilders were finishing out 
one of the best years in their history. 
Smallish Maryland Shipbuilding and 
Drydock was expected to earn $5-$6 
a share for 1957—well above its 1956 
earnings. Newport News, after Beth- 
lehem Steel the biggest U.S. ship- 
builder, probably came through 1957 
with earnings of $4 a share, a gain of 
nearly 88% over 1956. Exulted Presi- 
dent William E. Blewett Jr.: “The 
distress is gone from the shipbuilding 
industry.” 

Nor was it merely a transient relief. 
The industry as a whole had enough 
orders on hand to last it until 1960. 
New York Shipbuilding Corp., con- 
trolled by Louis Wolfson’s Merritt- 


MARYLAND’S HALL: 
he plans an atomic service station 


Chapman & Scott, had a backlog of 
more than $250 million, highest since 
World War II. Bethlehem Steel’s Fore 
River yard, all but empty just a few 
years ago, was so busy it was reported 
actually turning down work. New- 
port News’ backlog stood at about 
$469 million, Bath Iron’s at $95 million. 
Some were down slightly from their 
highs of a few months ago, but even 
this did not bother the builders. “Our 
contracts,” explains Bath’s President 
John R. Newell, “come in for big 
bites—something like $40 million at a 
crack. We were bidding on contracts 
in December that probably will be 
awarded late this month.” 

Smooth Sailing. What had brought 
a boom to the shipbuilders at the very 
time most other industries were 
slumping? In part, it was the after- 
math of the Suez Canal closing, when 
shippers suddenly flooded American 
yards with orders for vast new fleets 
of tankers. In most cases, the yards 
are still working on these orders. 

They were gaining still more vol- 
ume from the Maritime Administra- 
tion program under which shipping 
lines must replace (by building in 
American yards) any vessels older 


OIL TANKER AT SEA: atomic ships next? 


92 
28 


than 20 years. Penalty if they do not: 
loss of the precious government sub- 
sidies. All told, this requirement may 
put as much as $2 billion in new 
business on shipyard ways over the 
next 15 years. 

The builders, though they feel the 
Government is not pushing this pro- 
gram hard enough, are already bene- 
fiting from it. Thus last month the 
closely held Ingalls Shipbuilding 
Corp. launched the S.S. Brasil, the 
largest passenger vessel built in the 
U.S. since 1952. The ship was part of 
the replacement schedule of the 
Moore-McCormack Lines. This month, 
Newport News’ Bill Blewett launched 
the Santa Paula, the second ship he 
has already built for the Grace Lines’ 
modernization program. 

Navy Gold. As big as the civilian 
program is, however, it is the pros- 
pect of future Navy orders that puts 
the real sparkle in shipbuilders’ eyes 
these days. Russian arms progress, 
via sputniks, missiles and submarines, 
has made most economy-minded con- 
gressmen into at least reluctant Navy 
buffs. Shipbuilders feel that the U.S. 
will build nuclear-powered, missile- 
armed ships on a large scale in the 
years ahead. 

Builders feel that this business, half 
of which goes to civilian yards, will 
materialize no matter what the gen- 
eral state of business. Newport News, 
for example, already is building the 
Navy’s first nuclear-powered aircraft 
carrier. New York Shipbuilding is 
building the N.S. Savannah, the first 
atomic-powered merchant ship. And 
just last month, President Frank Pace 
launched the third atomic-powered 
submarine built by General Dynamics. 
Even Maryland Shipbuilding, which is 
as much in repair as in shipbuilding, 
was making plans to get in on the 
nuclear bonanza. It intends to become, 
as President William Purnell Hall puts 
it, “an atomic service station.” 

Dark Cloud. There was, it is true, 
one storm signal on this bright hori- 
zon: with charter rates down, many 
owners were laying up their vessels 
rather than spend money to repair 
them. But this was not so serious this 
year as it might otherwise have been. 
For example, Maryland Shipbuilding 
filled the gap by speeding work on its 
tanker jumbo-izing projects, shagged 
two Navy repair contracts and stepped 
up its steam surface condenser build- 
ing, which already brings in about $3 
million a year. 

Not surprisingly, then, there was 
little talk about “recession” as 1958 
got underway among the men who 
build the ships. “Our business,” sums 
up Newport’s Bill Blewett, “would be 
hurt only if a recession were to be 
protracted. Remember, shipbuilding 
contracts are of a long-term nature.” 
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CHEMICALS 


THE STRATEGIST 


In pursuit of long-term ob- 

jectives it helps to have a 

successful short-term  strat- 
egy, says Hans Stauffer. 





Lonc before plant location became 
a subject for corporate staff study and 
high strategic planning in most corpo- 
rations, Hans Stauffer, president of 
Manhattan’s old family-run Stauffer 
Chemical Co.,* had developed a gen- 
eralship of his own in_ industrial 
positional warfare. 

Stauffer’s strategy has the two main 
elements of good military planning: 
it is simple and it has an element of 
surprise. It works like this. Many 
branches of Mfdustry need sulfuric 
acid but there is one industry in par- 
ticular that needs both to get it and 
to get rid of it: the oil industry. 

Sulfuric acid is used in the refining 
process and is present in large quanti- 
ties in the waste sludge. Not un- 
naturally, most communities object 
to having acid-laden sludge poured 
into their streams and lakes, and this 
presents refineries with major dis- 
posal problems. 

Strategic Spotting. Stauffer saw a 
way to solve both needs. He began 
building sulfuric acid regeneration 
plants close by refineries. Then he 
proceeded to sell most of the regen- 
erated acid back to the refineries. 

The solution was simple but the 
surprise was that Stauffer could make 
much money at it. Raw sulfur, the 
direct source of sulfuric acid, is cheap 
and getting cheaper. On the other 
hand, Stauffer’s regeneration of sul- 
furic acid from sludge is an expensive 
process. 

But acid is a chemical difficult and 
costly to transport in bulk. That is 
where Stauffer’s shrewd emphasis on 
plant location came in. What he 
loses in manufacturing costs he makes 
up in transport savings by being 
close to his customers. This sound 
strategic approach to economic prob- 
lems has worked well. Hans Stauffer 
has been able to quadruple both sales 
and profits in ten years—from $35 
million sales and $3.3 million profits 
in 1946 to an estimated $160 million 
sales and $13.5 million profits in 1957. 

But, like a good general consoli- 
dating his position, Stauffer was ready 
with plans for his next move. Far 
from being content with his success 
in basic and agricultural chemicals, 


*Stauffer Chemical Co. Traded NYSE. Price 
range (1957-58): high, 8344; low, 5454. Divi- 
dend (1956): $2.16. Indicated 1957 payout: 
$1.80. Earnings per share (1956): $3.97. Total 

assets: $137.4 million. Ticker symbol: STF 
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STAUFFER’S STAUFFER: 
close to his customers 


Stauffer had his patrols probing the 
new and exciting fields of reactive 
metals and high energy fuels. 

The High and the Hopeful. In pursuit 
of this objective he has spent at least 
$80 million in the last five years to 
expand his plant and research facili- 
ties, most of it for his new chlorinated 
metals. Most of the money has come 
from retained earnings and depreci- 
ation. Since 1946 dividends have 
averaged only 36°. of per share earn- 
ings and only 42% in the past five 
years, about 10° below the average 
payout for the chemical industry. 

Last month, for all this spending, 
Stauffer was meeting plenty of re- 
sistance. Pursuing the strategy which 
has worked so well for his sulfuric 
plants, Stauffer completed at Ashta- 
bula, Ohio a big new titanium tetra- 
chloride plant located close to a po- 
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SULFUR SLOPE 


As the price of raw sulfur rose over the 
past decade and conservation meas- 
ures limited the dumping of oil sledge, 
sulfur regenerated from such refinery 
waste has become increasingly profit- 
able and it has grown in quantity. 
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tential customer, National Distillers’ 
recently completed titanium sponge 
plant. But before the National Dis- 
tillers’ plant could turn out a pound 
of its projected 10 million pound an- 
nual total the sort of luck that has 
upset better plans than Stauffer’s 
stepped in. Feeling the effects of cut- 
backs in defense spending for military 
aircraft, mill production of titanium 
dropped by an estimated 60% nation- 
ally. 

A Particular Exception. So before 
1957 was quite out, Stauffer’s com- 
muniques were admitting that sales 
of titanium tetrachloride were “a par- 
ticular exception” to the “satisfactory 
level” of other chemical sales. But 
titanium was not the only venture in 
which he found himself still short of 
his goal. Early last year Stauffer had 
completed a ten-fold expansion of his 
boron tetrachloride plant at Niagara 
Falls. This, said Stauffer, was done 
“to strengthen the company’s posi- 
tion as the leading supplier of boron 
tetrachloride, an important chemical 
to high-energy fuels manufacturers.” 

It was no surprise when Olin Math- 
ieson decided to locate its $33 million 
high-energy fuel plant also at Niagara 
Falls. That gave Stauffer its usual 
backyard customer—a _ potentially 
good one, too. Olin Mathieson spokes- 
men were predicting that high-energy 
fuels would become a billion-dollar 
sales product in “not too long.” But 
as the year ended emphasis in de- 
fense spending was shifting from high- 
speed aircraft towards long-range 
missiles and some experts think that 
boron, on which both Stauffer and 
Olin Mathieson have bet heavily, has 
small future as a rocket fuel 

Undiscouraged Strategist. Be that as 
it may, strategist Stauffer was undis- 
couraged. “High-speed flight,” said 
he, “demands tougher metals and fine: 
fuels—titanium and boron 
to supply the answers.” 

But just to be certain, Stauffe: 
turned his attention to easier objec- 
tives. In Hammond, Indiana 
men last month were pouring the 
foundations for his new $4 million 
sulfuric acid plant, just two months 
after his most recently completed acid 
plant at Dominguez, California went 
on stream. Stauffer’s short term strat- 
egy remained constant. “Oil refiner- 
ies and steel plants in the area need 
the acid,” said he, “and refinery sludge 
provides the raw material.” 

It was clear that Stauffer did not 
mean to leave his flank exposed as he 
moved to extend his territory. Wall 
Street seemed to think this was sound 
strategy. As the New Year opened 
Stauffer common sold at 68%4, more 
than 14 points above its 1957 low and 
just half way back towards its 1957 


high 
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COAL 


THE PEABODY 
CASE 


With utility demand boom- 
ing, recessions hold no ter- 
rors for Peabody Coal. 


Was the bituminous coal industry 
heading into trouble again? On the 
surface of things last month, it seemed 
to be. One apparent portent came 
from Merl C. Kelce (rhymes with 
Sells), president of St. Louis’ Pea- 
body Coal Co.,* who announced 
that Peabody was closing down its 
$10-million Paragon mine at Pana, 
Ill., one of the largest in Peabody’s 
seven-state mining empire. For some 
investors, the conclusion seemed in- 
escapable that the big bituminous 
producers had at last fallen victim to 
the recession that was spreading 
through other sections of the economy. 
That the pinch came was not so 
surprising as the quarter from which 
it showed. Wall Streeters had pre- 
pared themselves for word that pro- 
ducers of metallurgical coal would 
eventually feel the slump in steel and 
general industrial production. But 
alone among the big bituminous pro- 
ducers, Peabody has a relatively small 
industrial commitment, ships roughly 
70% of its output to such big utility 
customers as Commonwealth Edison 
and the Tennessee Valley Authority 
under long-term contracts. 
Traditionally, however, utility coal 
consumption, cornerstone of the in- 
dustry’s new prosperity (see chart), 
has been relatively immune to reces- 
sions. In 1954, for instance, when 
steel consumption declined 30%, utili- 
ty consumption rose 2.1%. If the na- 
tion’s No. One steam coal producer 
was in trouble, the industry’s hard- 
won prosperity seemed shaky indeed. 
False Presumptions. Kelce and Com- 
monwealth Edison, however, were 
quick to deny such conclusions. Pea- 
body’s Paragon mine was actually 
being closed down for another reason: 
renegotiation of Peabody’s contract 
with Commonwealth Edison, under 
which it supplies between 50% and 
67% of the giant utility’s annual coal 
requirements. Actually Peabody had 
excess capacity elsewhere—particu- 
larly from two new mines which went 
into production late last year—and 
Commonwealth Edison has not been 
satisfied with the burning quality of 
Paragon coal. Thus, they explained, 


*Peabody Coal Co. Traded NYSE. Price 
range (1957-58): high, 12%; low, 71%. Divi- 
dend (1956): none. Indicated 1957 payout: 
none. Earnings per share (1956): $1.01. Total 
assets: $124.9 million. Ticker symbol: PDY. 
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PEABODY’S KELCE: 
the pinch was more apparent than real 


Peabody will close down the Paragon 
mine, substitute better grade coal 
at lower cost from its more efficient 
Dynamo mine at Shawnee, Ill. Says 
Kelce: “It’s a more advantageous 
arrangement for both Peabody and 
Commonwealth Edison.” 

Did Kelce expect Peabody’s utility 
business to hold up during a reces- 
sion? “Pretty much so,” Kelce says. 
“Our tonnage won’t be affected any- 
thing like that of the big Eastern 
mines that sell to the steel industry. 
During a recession, utilities will vary 
less than any other industry, and that 
means Peabody’s in a better position 
than any other major producer.” In 
fact, this year Kelce expects his pro- 
duction to run around 26 million tons, 
up from 23 million tons last year. 

Thanks to Peabody’s high-powered 
improvement program, Kelce can 
boast the industry’s highest operating 





NEW LIFE, 
NEW MARKETS 


As U.S. coal production (bars) fell 
off after 1947, a new industry-wide 
marketing pattern began to emerge. 
The railroads (solid color segments) 
and home heating (shaded color 
segments) markets deserted to oil 
and gas, but the utility (black seg- 
ments) and steel (shaded black seg- 
ments) industries began to require 
more coal than ever before in history. 
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efficiency. In the first three quarters of 
last year, Peabody’s operating margin 
widened from 15.8% to 17.2%. Rea- 
son: because most of its production 
comes from strip mines, Peabody’s 
productivity per man hour runs about 
three times the industry average. 
Peabody’s efficiency served it well 
last year: three-quarter profits were 
up 31% on a mere 12% rise in sales. 
“The fourth quarter wasn’t quite that 
good,” says Kelce, “but 1957 was still 
a wonderfully good year.” Stock- 
holders had their own tangible as- 
surance of that. Last fall, for the 
first time in five years, Peabody re- 
sumed dividends on its common. 


APPLIANCES 


A MATTER 
OF TIMING 


Whirlpool has moved ear | 
in to fill a gap left by Servel. 





ExtsHa Gray II has never been con- 
tent to sit back and wait for the 
housewife to come buy his washers 
and other appliances. Near the end 
of World War II, when Gray was 
rising to the presidency of today’s 
Whirlpool Corp., he went to Sears, 
Roebuck & Co. with a proposition. If 
Sears would let the company sell 
laundry equipment under its own 
name through general outlets, Whirl- 
pool would drop its other private-label 
brands and concentrate on appliance 
lines for Sears. 

Gray’s request was a masterpiece 
of timing. Whirlpool could supply 
Sears’ needed volume. And it would 
still be able to cash in on the postwar 
boom under its own label. Gray could 
thus eat his cake and have it, too. 

Changing Times. Early this month 
Gray negotiated another special deal 
that seemed almost as well timed. In 
Chicago, he announced that Whirlpool 
was buying Servel, Inc.’s facilities for 
producing gas refrigerators, idle since 
early last year. The price from Servel, 
which has lost money in all but one 
year since 1949: only $6.5 million. 

“A particularly fortuitous oppor- 
tunity,” commented Elisha Gray. 
Gray had no doubt he could make 
money where Servel had failed. 
Basically, Servel had lacked the sup- 
port of the gas utilities, without which 
the promotion of gas-fired appliances 
is all but impossible. Wall Street 
guesses that Gray already had a 
promise of utilities cooperation in his 
pocket when he signed the Servel 
deal—all but assuring Whirlpool of a 
profitable new line. 
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RAILROADS 


VOTE OF 
CONFIDENCE 


With a bumpy road looming 

ahead, the Louisville & Nash- 

ville’s John Tilford was bal- 

lasting his right of way with 
bold spending. 


For the railroad industry, the new 
year dawned anything but bright. 
Looking forward to a new rate in- 
crease, rail executives were descant- 
ing gloomily on the year’s prospects, 
and this time their gloom was more 
than merely rhetorical. Accompany- 
ing the forecasts were sweeping cut- 
backs right and left in employment, 
maintenance, and capital spending. 

Hard Decisions. There was at least 
one railroad president, however, who 
adamantly refused to join the indus- 
try’s chorus of blues. He was the 
Louisville & Nashville’s* John E. Til- 
ford, who last month announced that 
the Dixie Line (as the famed Old 
Reliable now prefers to call itself) 
had ticketed $50 million for new cars, 
yards and other improvements in 
1958. As an act of confidence alone, 
the sum was an impressive one. For 
it meant that with one of the indus- 
try’s least-promising post-war years 
upcoming, Tilford was prepared to 
matcr the L&N’s postwar spending 
record set in prosperous 1952. 

The decision took more than a little 
courage for Tilford to make. For in 
recent years, the L&N has generally 
fared less well than either the indus- 
try or other Southern roads. On the 


*Louisville & Nashville. Traded NYSE. 
Price range (1957-58): high, 9334; low, 545%. 
dend (1956): none. Indicated 1957 payout: 
none. Earnings per share (1956): $1.01. Total 
assets: $663.7 million. Ticker symbol: LN. 


L&N’S TILFORD: 
for a feeble revenue trend... 


FORBES, JANUARY 15, 1958 





COUNTERWEIGHT 


Though the L&N’s revenue growth 
(colored line) has lagged behind that 
of the industry (black line) in recent 
years, mostly because of the inroads 
of barge and truck competition... 
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the road’s capital improvement pro- 
gram has gone a long way toward 
offsetting that fact. Thus, despite rising 
costs, the L&N regularly carries a far 
greater proportion of revenues down 
to pretax operating profit (colored 
line) than does the industry (black line). 
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one hand, trucks and barges have 
been walking away with a far greater 
proportion of its freight traffic, and 
this has meant that its revenue growth 
has lagged conspicuously behind the 
industry average (see chart) despite 
the fact that it serves one of the na- 
tion’s fastest-growing regions. 

Less, But More. On the other hand, 
because of its extensive passenger 
operations, it has been more vulner- 
able to rising Tabor costs than most 
other Southern roads. In 1956, for in- 
stance, the L&N’s passenger deficit 
absorbed 36.4% of its freight operat- 
ing income vs. 27.3% for the neigh- 
boring Southern. Thus the L&N, like 
the Illinois Central, has been at a 
marked disadvantage. Roads in other 
regions have partially offset rising 
costs with higher rates, but the South- 
ern roads have preferred to hold the 
line—and the traffic. Tilford has had 
no choice but to follow suit. 

In the past, for Tilford as for many 
another railman, the only solution has 
been more efficient operation. Since 
1945 Tilford has spent $295 million on 
new motive power, rolling stock and 
yard facilities. As a consequence, 
though the L&N’s revenue growth 
lagged, Tilford continued to carry a 
far higher proportion of revenues 
down to pretax operating profit (see 
chart), compounded the advantage by 
nearly doubling equipment rentals 


(e.g., from freight cars) in just three 
years. In 1956, rental income was 
more than $2 million higher than net 
operating income. Thus, between 1953 
and 1956, the L&N’s net declined only 
19% on a 31% slump in operating 
profit. 

Be Prepared! With hard times now 
in the offing, Tilford last month was 
prescribing more of the same. “Busi- 
ness is going to improve,” says he, 
“not next year, but in the near future. 
We are going to be ready for it.” 

. . ° 

As THE year ended, even the Associa- 
tion of American’ Railroads was un- 
able to hold out much hope for 1958 
The ARR’s Shippers Advisory Boards 
this month forecast a 3.89% drop in 
carloadings during 1958’s first quarter. 
In itself, the prediction was far from 
gloomy. During all of 1957, carload- 
ings dipped a full 6.2% and in the last 
months of the year weekly compari- 
sons were off as much as 16% from the 
year before. But even the industry 
puts little faith in the Boards’ pre- 
dictions. During the last quarter of 
1957, for instance, when volume fell 
off 13%, the Boards foresaw a bare 
2.1% decline. 

Nobody, however, expects. the 
Boards’ estimates to be strictly ac- 
curate. They are designed to guide 
the railroads in determining the num- 
ber of cars they will need to handle 
traffic in the upcoming quarter, and 
thus the Boards prefer to overstate 
rather than understate the prospects. 

As a measure of the weakness or 
strength of various segments of the 
economy, however, the predictions 
have proven far more accurate. Ac- 
cording to the Boards, these are the 
major soft spots in the first quarter of 
1958: hay, straw, alfalfa, off 30.2%; 
autos and trucks, off 21.75.; cotton- 
seed, soybean-vegetable cake and 
meal, off 19.1%, iron & steel, off 15.4%. 


AUTOMATED BOXCAR: 
a $50 million shot in the arm 
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THE ECONOMY 


CLASSIFYING 
RECESSIONS 


W hat size recession are we in? 
Here’s one carefully docu- 
mented opinion. 





Few businessmen or economists would 
argue today that the U.S. economy 
is in a kind of recession. The only 
question is: How bad a recession? 
Last month a highly respected econo- 
mist had some reasonably comfort- 
ing words to say on the subject. 

It will be, says Geoffrey Moore, as- 
sociate director of research for the 
National Bureau of Economic Re- 
search,* an “average recession.” In 
Moore’s parlance, however, an “aver- 
age” recession is worse than a “baby” 
recession. He expects about a 21% 
decline in business activity from the 
July peak of expansion. Moore ex- 
pects it to last about 14 months. By 
contrast, he classifies the recessions of 
1948 and 1953 as “baby revessions.” 
They had business declines of 17.5% 
and 14.3% respectively and lasted 
about a year. The depression of 1929 
(“the monster”) saw a steep and 
deadly decline of 75.1% over a 45 
month period. 

The 21 Indicators. How does Moore 
arrive at his prophecy? He has 
pruned economic statistics down to 
21 basic indicators. These, he believes, 
having checked their behavior over 
the past 50 years, give a complete 
monthly picture of the state of the 
U.S. economy. 


*Non-profit organization devoted to basic 


economic research headed by the former 
Presidential economic advisor, Arthur Burns. 


The 21 indicators Moore breaks 
down into three categories: leading, 
coincident and lagging. “The leading 
series,” explains economist Moore, 
“gives the first indication of what is 
happening economically.” They an- 
nounce the recessions as well as the 
revivals. It was in July that eight 
factors of the leading series—new 
orders for durable goods, average 
work week, industrial stock prices, 
building contracts, business failures, 
commodity prices, new incorporations 
—began to trend down. 

“We knew we had a recession going 
when we saw what the coincident 
series was doing,” trumpets Moore. 
Made up of eight indicators ranging 
from data on unemployment to cor- 
porate profits after taxes, to bank 
debits outside New York City, the 
coincident series also began to drop, 
although not to the same extent as 
the leading factors. Had the coincident 
series not dipped, the action of the 
leading series would have shown only 
a temporary readjustment. 


The lagging series—personal in- 
come, retail sales, consumer install- 
ment debt, manufacturers’ inventories, 
bank rates on business loans—are the 
last to react in either recession or re- 
covery. “This series, I’m happy to 
say,” announces Moore, “is beginning 
to fall. The economy does not begin 
to recover until the lagging indica- 
tors slip.” 


Recessions by Type: During the past 
few months Moore and his associates 
have been carefully comparing the 
present economic statistics of the 21 
indicators with their behavior in the 
11 recessions during the past 50 years. 
(The majority of the statistical labor 
was performed on an IBM 704 and a 
Sperry Rand Univac.) “We think we 
have the best tools to make a judg- 
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NINE MONTHS MORE OF RECESSION? 


The recession that began last July will last about 14 months and show a 21% 
decline in business activity. This early estimate, made for FORBES by the highly 
respected National Bureau of Economic Research, is that organization's first 
attempt to predict a recession’s depth and breadth by comparing the economic 
results of the first five months with the same period of the past 24 recessions. 
This recession will be a little more severe than the “baby” ones of 1948 and 1953 
but will fall far short of the “Great Depression.” 
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ment about the severity of this reces- 
sion,” Moore points out. 

It was these comparisons that led 
Moore to decide what kind of a re- 
cession 1957-58 would be—an “aver- 
age” one. The last “average” recession 
experienced by Americans lasted from 
May, 1923 to July, 1924. Moore’s 
judgment on that one should soothe 
the worriers. “They didn’t really 
know that they were having a reces- 
sion,” says Moore. “It was pretty 
uneventful.” 

The business recession is, according 
to Moore, not a personal thing. “It has, 
of course, a deep meaning for the man 
who finds himself unemployed, for 
the man whose business is deteriorat- 
ing, but it has very little to do with 
optimism or pessimism. The mood of 
the times is perhaps a reflection of 
conditions, but it can hardly be said 
to be economic law at work. You can’t 
sell something to someone who doesn’t 
need it no matter how optimistic you 
and he are.” 


AIRCRAFT 


LIFTING THE LID 


A sudden outburst of Penta- 

gon generosity last month 

buoyed up planemakers’ 

hopes for a prosperous new 
year. 


For the men who build the nation’s 
fighting aircraft, it was the happiest 
kind of New Year’s greeting. Late 
last month the Defense Department 
loosed a fine flurry of new contracts. 
Almost as though it had never been, 
the Pentagon’s economy campaign, 
which had wreaked havoc on many 
an aircraft maker’s order backlog 
during 1957, began to fade into history. 


Fat Chance. The richest spoonful 
of gravy, in terms of dollar value, was 
ladled out to Chance Vought Air- 
craft. To Frederick O. Detweiler’s 
Dallas-based outfit went $300 million 
in new orders, $200 million of it for 
F8U-2 Crusader jet fighters, $100 mil- 
lion for F8U-3 all-weather intercep- 
tors. What all this meant for Chance 
Vought’s immediate future was hard 
to underestimate: the awards amount 
to well over twice Chance Vought’s 
1956 sales ($118 million) and add some 
72% to its order backlog ($414 million 
as of September 30). Chortled one 
Detweiler aide: “I can’t remember 
anything like this in our history.” 

Even transport aircraft, slow sellers 
during the recent budgetary dol- 
drums, were back in prominent posi- 
tions on the Pentagon shopping list. 
To Douglas Aircraft’s Donald Douglas, 
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who saw some $90 million in contracts 
vanish when his C-132 project was 
canceled last spring, went a $40 -mil- 
lion Air Force order for the giant 
C-133A cargo-carrier. At the same 
time, Chairman Robert E. Gross of 
Lockheed Aircraft was presented with 
a $22 million contract from the Air 
Force for the C-130B Hercules, a tur- 
boprop combat transport, and this was 
probably only a starter. Eventually 
orders for the “B” Hercules are ex- 
pected to run to $100 million or more. 

Design For Sales. But by all odds 
the most promising award was that 
given Los Angeles’ North American 
Aviation. Climaxing a bitterly fought 
design contest between North Amer- 
ican’s James H. (“Dutch”) Kindel- 
berger and Boeing’s William M. Allen, 
the Air Force gave the nod to North 
American to build the WS-110A, first 
of the much-ballyhooed 2,000-mph, 
chemically fueled, intercontinental 
bombers. 

Hard hit by cutbacks last year and 
budgeting a 44% drop in sales for 
1958, North American needed good 
news. But the WS-110A award was 
more of a boost for its long-range for- 
tunes than for its immediate welfare. 
Eventually the WS-110A, or one of its 
offspring, may well replace the Boe- 
ing B-52 Stratofortress as the U.S.’ 


primary strategic bomber, with sim- | 


ilarly lavish production runs. But it 
will not become operative until the 
early 1960s, and by then it may en- 
counter difficult competition from bal- 
listic missiles in the race for appro- 
priations. Kindelberger himself esti- 
mates that it will be a good two years 
before the WS-110A creates a signifi- 
cant increase in employment. “Right 
now,” he says, “a lot of research 
and development work lies ahead 
of us.” 

Spending Trend. Although they made 
few financial headlines at the turn 
of the year, missiles still were the 
hottest items of aerial hardware 
around. Budgeted for an outlay of 
$2.5 billion in the 1958 fiscal year 
(ending next June 30), missiles of all 
types will probably account for ex- 
penditures of some $5 billion in fiscal 


1959. Spending for aircraft is ex- | 
pected to shrink a bit from the $7.2 | 
billion outlay estimated for this fiscal 


year. 


contracts seemed to suggest, military 
plane-building is still big business— 


and will doubtless continue to be for | 


some time. Said Boeing Aircraft Co. 


Vice President Boyd K. Busey a fort- | 


night ago at an aircraft conference in 
England: “Despite the present pub- 
licity regarding satellites and missiles, 
we firmly believe that manned air- 
planes will be the backbone of our Air 
Force for many years to come.” 
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Aetna Industrial Corporation 
Acquires 3 Companies Within One Year 


We Have Cash Available to buy Another Company 


Aetna Industrial acquired for all cash these 3 well-known established companies: 
GRATON & KNIGHT, Worcester, Mass. 
Established 1851—Manufacturer of industrial leather products including 
belting, packings and textile leather items. 
WARREN BELTING CO., Worcester, Mass. 
Established 1861—Manufactures transmission belting, strapping, bridle 
and strap leather. 
EISENDRATH GLOVE CO., Marinette, Wisc. 
Established 1892—Manufacturers of men’s and women’s gloves. 
Plans for each of these 3 companies embraced research, improved inventory and 
production controls, modernization and expansion through new equipment 
additions and the addition of new lines. The acquisition of these companies by 
Aetna Industrial created new horizons of growth for each. . They are all 
now operating profitably. 
Now we are open to buy another company for all cash, or 
will consider a merger of your company with one of ours. 


A Price Range of $1,000,000 to $5,000,000 Preferred 


The type of industry is quite immaterial. Aetna Industrial Corporation is and 

has been interested in a great variety of industries such as textiles, rubber goods, 

hand tools, light-heavy goods’ industries, leather goods, road construction, 

asphalt, concrete and lumber operations. We prefer to retain present qualified 

personnel, accounting and legal connections. 

You are assured of confidential negotiations, fair evaluations, and quick decisions. 
. Brokers and finders protected. 


Contact Mr. W. W. Weismann, Chairman or any other executive officer. 


AETNA INDUSTRIAL CORPORATION 


565 Fifth Avenue, N. Y. 17 Tel: OXford 7-8989 
Capital Available over $ 10,000,000. 





But as last month’s rush of new | 





Would you like to have 
your fleet supervisor 
ride on every trip 
of each truck . 
without leaving his desk? 








sneteane TA CHOGRAPH “supervises” 


every movement of truck from start to return 
When you equip your trucks with TACHOGRAPHS it’s like having 


your fleet superv isor ride on every nee . without a his desk. 


operation, duration of stops, " speeds and distances ponder 

These graphic reports of every run. . . help cut unscheduled stops, 
help you plan better routing, control vehicle speed, and lower 
operating costs by encouraging savings in time, gas, oil and tires. 


Get details. Mail coupon for Bulletin SU-3. CHART TELLS ALL 


eoeeeeeeeeeeaeeeeeeeeeeeeeeeeeeeee 
Wagner Electric @rporation 
6382 PLYMOUTH AVE. « ST. LOUIS 14, MO. 
Please send a copy of Bulletin SU-3 
Nome — 7 
Compony_—___ 
Address . — — 
a aateueion ; Stote — 
We operate ——————— wsse 








WALL STREET 


BEATING THE 
AVERAGES 


How much is the Market real- 

yD pesneed Answer: a good 

more than the averages 
show. 





Cartoonist Bill Mauldin’s famous GI, 
fighting his way up the Italian boot in 
World War II, was made to mutter: 
“I feel like a fugitive from the law 
of averages.” So early this month 
did many an investor licking his 
wounds and comparing his own 
hefty paper losses with the 16% de- 
cline in the Dow-Jones Industrial 
Average from its 1956 high to 1957’s 
year-end. Complained one broker: 
“My customers look at the averages, 
then at their own losses and wonder 
why their stocks should be down so 
much more than the averages.” 

It was not very hard to see what he 
was complaining about. True, for 1957 





Stock Peak 


Corn Products 
Procter & Gamble 
General Foods 


American Tobacco 


34% 
57 
50% 
84% 
American Telephone 187% 
Eastman Kodak 
Goodyear 
American Can 
General Electric 
Texas Co. 


115 
95\ 
49% 
72% 

°76\ 


Standard Oil of Calif. 
Westinghouse Elec. 
Standard Oil (N.J.) 
Du Pont 

Union Carbide 
National Distillers 
Bethlehem Steel 

U.S. Steel 

Woolworth 


59% 
83% 
6812 
249% 
133% 
29% 
50% 
73% 
54% 
80% 
41% 


National Steel 
Intl. Harvester 
Intl. Nickel 115% 
Sears, Roebuck 40% 
General Motors 54 
Johns-Manville 58% 
Intl. Paper 1442 
63% 
96% 


American Smelting 
United Aircraft 
Allied Chemical 129% 
Chrysler 101% 
*Loss for 1957 was 12.7%. 





AVERAGE 


There's nothing "average" about the 30 stocks in the Dow-Jones Industrial 
Average. While this average was down 16°/, from its peak,* two of its 
stocks ended 1957 at new highs while five were down more than 40°%,. 


ABOVE AVERAGE 


AVERAGE 


BELOW AVERAGE 


the DJI was down less than 13%, the 
Standard & Poor 500 had dropped over 
14%. But for investors holding the 30 
individual stocks that make up the 
DJI, the chances were about even 
that their holdings were down 30% 
to 48% from their own highwater 
marks. At least five of the 30, Inter- 
national Paper, American Smelting, 
United Aircraft, Allied Chemical and 
Chrysler, were down better than 
40%. Food stocks, defensive by na- 
ture, faired best. 

Why, then, did the DJI register a 
decline of just 16%? Answer: not all 
the stocks in the average hit their 
peaks on the same day. General Mo- 
tors, for example, topped out nearly 
six months before the averages did, 
was already down 17% when the 
averages hit their highs in April 
1956. One stock, Woolworth, hit its 
high as far back as December, 1954. 

Strangely enough, then, the 30 DJI 
stocks, on average, were down con- 
siderably more for 1957 than the 
average itself. The score: 26% for 
the individual stocks, 16% for the 
average. 





Date Set % Decline 


Year-end 
Price 


December, 1957 
December, 1957 
July, 1956 
April, 1956 
February, 1956 


34% 
56% 
50% 
76% 
1674 


June, 1957 
July, 1957 
April, 1956 
July, 1957 
June, 1957 


98% 
84% 
41% 
61% 
62% 


July, 1957 
February, 1955 
July, 1957 49% 
July, 1955 176% 
July, 1956 95 
October, 1956 20% 
July, 1957 36% 
December, 1956 51% 
December, 1954 36% 
January, 1957 52% 
July, 1956 26% 
April, 1957 70% 
November, 1955 25% 
November, 1955 33% 
April, 1956 37% 
May, 1956 86% 
June, 1957 35% 
December, 1956 52% 
April, 1956 72% 
November, 1955 52% 


45% 
63’ 








ELECTRONICS 


ON THE BEAM 


General Precision Equipment 
seems to have taken an early 
lead over its bigger electron- 
ics competitors in a new, 
$800-million market that 
everybody wants. 





For a company that wants to expand 
its business in electronics the $810 
million that the Civil Aeronautics Ad- 
ministration plans to spend on airport 
ground controls during the next five 
years looks mighty alluring. But for 
a company like Hermann Place’s Gen- 
eral Precision Equipment Corp.,* 
which is striving to expand its civilian 
commercial business (presently 70% 
of its $190-million volume comes from 
defense work), the CAA plum looks 
like the stuff of which dreams are 
made. Early this month it began to 
look as though GPE would be first in 
line to pluck the plum, 

As Place prepared to close up shop 
for the year in his downtown New 
York headquarters, word came from 
Washington that his burgeoning elec- 
tronics business had topped 14 major 
competitors with its designs of jet- 
airport semiautomatic data process- 
ing and display equipment to control 
the comings and goings of jet planes 
at civilian airports. 

According to E. R. (Pete) Quesada, 
chairman of the Airways Moderniza- 
tion Board, the group that will spend 
the CAA money, GPE has won ten- 
tatively over 13 other companies that 
submitted designs. Among them: GE, 
IBM, Sperry Rand, Philco and Hughes 
Tool. 

As negotiations between Place and 
Quesada for the development and de- 
livery of the ground controls got un- 
der way this month, Place was still 
involved in expanding other plans for 
his commercial business. His com- 
pany is also one of the front runners 
in putting airborne navigational com- 
puter systems aboard the commercial 
jet airliners. GPE is currently filling 
a $22-million order for these systems 
for military jetcraft. 

There was still many a slip possible 
between tentative award of the airport 
contract and the contract signing—and 
many an envious competitor ready to 
recover any fumble. But for $119- 
million (assets) GPE it was a hopeful 
sign that it might soon have profitable 
commercial outlets for its rich store 
of electronics knowhow. 


General Precision Equipment Corp. Trad- 


YSE. Price range (1957): high, 4714; 
low, 3014. Dividend (1957): $2.40. Indicated 
1958 payout: $2.40. Total assets: $119 million. 
Ticker symbol: GPE. 
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The FORBES index 
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How many people are ing? (BLS non-agricultural em- 


1. 

2. 

3. How intensively are we working? (BLS average weekly hours 
inufacture) 

4. 

5. 





in ma 
Are people ~~ (FRB department store sales) 
. How much money is circulating? (FRB bank debits, 141 key 
centers) 
Factors 4 and 5 are adjusted for value of the dollar (1947-49 
eee oe 4 and 5 for seasonal variation. 
Dot indicates an mate based on tentative res for five 
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*Final figures for the five components ( 1947-49 == 100) 


Dec. Jan. 
147.0 146.0 
119.0 119.0 
102.8 100.5 
120.6 117.4 
147.5 161.5 


Nov 
147.0 
118.6 
101.8 
118.0 
170.1 


Production ; 
Employment ... . 
Hours 

Sales A 

Bank Debits 


Feb. March 
146.0 146.0 
118.9 118.9 
100.8 100.5 
116.4 118.9 
161.9 159.2 


April 
144.0 
120.6 

99.8 
114.6 
156.6 


June 

144.0 
120.8 
100.3 
119.4 
139.0 


May 
143.0 
120.5 

99.5 
117.4 
157.7 


Nov. 
(Prelim.) 


139.0 
118.4 

98.2 
116.7 
148.2 


July 
144.0 
120.6 

99.5 
123.9 
157.1 


August 
145.0 
120.7 
100.3 
125.7 
155.3 


Sept. Oct. 

144.0 141.0 
120.4 120.0 
100.3 99.0 
119.2 111.8 
144.7 150.7 





FTHE MARKET OUTLOOK 


A Minority View 


By the time this column reaches print, 
the full flood of annual reviews and 
forecasts will have passed into Limbo. 
And properly so, for the pundits’ 
prognostications have a_ tiring and 
suspicious sameness of thought. At 
any rate, if those that appeared as this 
column was being written after the 
Christmas Holidays are a criterion, 
everyone seems to feel that: 1) Busi- 
ness will decline in the first half of 
1958, after which a magic wand will be 
waved and improvement will set in. 
2) With the immediate corporate news 
likely to be uninspiring, if not down- 
right depressing, the market won’t be 
a “buy” until some time in the second 
quarter. 

Obviously, speculation is not a sim- 
ple business where everyone will 
reach the same conclusion—and that 
conclusion prove correct. There sim- 
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by SIDNEY B. LURIE 


ply are too many 
imponderables, in- 
tangibles, for the 
balance of proba- 
bilities to fall neatly 
into place. More- 
over, there are 
some time-honored 
common sense rules 
which question December’s unanimity 
of opinion. One is to the effect that 
the market seldom accommodates 
everyone. Another is that a bell isn’t 
rung in Wall Street whereby every- 
one knows when to rush in—or rush 
out. 

Above all, the great debate as to the 
extent and duration of the present re- 
cession overlooks the significant point 
that these are the “in-between” years. 
In other words, the economy seems 
to have entered a new, broad, indeter- 





minate phase which will feature a se- 
ries of recurrent, short-lived cycles 
rather than a broad swing. And this 
phase could be in force until the 
economy develops a new, major stim- 
ulus such as those which contributed 
to the past ten fabulous years. Time 
is one of our nation’s biggest prob- 
lems today. 

Consequently, the $64,000 Question 
today probably is more one of whether 
the economy can enjoy a spring up- 
turn than whether a major new cycle 
is likely to start in 1958. On this 
score, the evidence which has devel- 
oped in recent weeks suggests that 
business will be better—rather than 
worse—in the spring, that the un- 
knowns relate more to the second 
than to the first half of 1958. 

Case in point: since Sputnik defense 
spending is being stepped up sharply. 
The major economic impact of military 
procurement occurs at the time the 
contracts are placed, rather than when 
the bills are paid. Furthermore, there 
is little question but that defense 
spending will increase in fiscal 1958- 


35 
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59, and by more than the $2 billion 
recently estimated. The practical im- 
pact will be that management’s atti- 
tude towards its inventories and 
spending will improve. 

In like vein, there is a practical as- 
pect to the improved supply-demand 
equation in money—the Federal Re- 
serve Board’s easier credit policies. 
This in the sense that a wider credit 
base will help support a replacement 
cycle for obsolete consumer durable 
goods purchased in past years and 
now fully paid for. Moreover, with 
mortgage money likely to be more 


building may be a “plus” factor. Mat- 
ter of fact, a turn for the better in 
home building—which is one of the 
few major industries likely to receive 
preferential Government treatment— 
in itself would stimulate the sale of 
consumer hard goods. All of which 
is illustrative of our interdependent 
economy. 

There are miscellaneous construc- 
tive “straws in the wind,” too. For 
one thing, the road building program 
will gain momentum in 1958. And an 
upturn now will be much more im- 
portant to the economy than it would 


readily available this year, residential have been in past years. 





The VALUE LINE [ANT |) Investment Survey, 
BE iy 








Oil Stocks in 1958 


As the current Value Line analysis of the petroleum industry and 46 lead- 
ing oil company stocks discloses, petroleum is one of the few industries that 
can look forward to some profit improvement and scattered dividend increases 
in 1958. Current weakness in products’ prices is likely te end as the reduction 
of Texas crude producing allowables and the program of voluntary import re- 
duction take effect. Moreover, demand for petroleum products should be well- 
maintained because, as a consumer goods industry, petroleum is relatively in- 
sensitive to fluctuations in general business activity. It may be of especial 
interest to note that the Value Line analysis finds that an entirely new group 
of market leaders will develop in the petroleum group in the future—not, in 
most cases, the same companies whose stocks led the recent bull market advance. 

In the current edition of The Value Line Investment Survey, investors 
will find advance estimates of 1958 earnings and dividends of 46 leading oil 
stocks as well as Value Line rankings of Probable Market Performance this 
year for each of these stocks. After their recent 25% price decline, oil stocks 
should be watched now for a buying juncture that may.develop later this year. 
To receive your copy of this important 96-page edition, at no extra charge, you 
are invited to take advantage of the special introductory offer below. 


A SPECIAL $5 INTRODUCTORY OFFER* 

You are invited to receive at no extra charge under this special offer, the cur- 
rent 96-page edition of the Value Line Survey with Special Report on the 
Petroleum, Natural Gas and Coal Industries and full-page Ratings & Reports 
on each of 78 leading stocks including: 


Atlantic Refining Royal Dutch Petrol. 
Cities Service Sheil Oil 
Sinclair Oil 


Imperial oil Socony Mobil -s 
lips Petroleum Standard Oil (N El Paso Neturel. Gas Tennessee Gas 
Pure Oil Standard Oil (Obie? Equitable Gas Texas Eastern 
You will also receive, under this offer, the next four weekly editions of the 
Value Line Survey, with full-page Ratings & Reports on over 250 major stocks. 
In addition, your introductory subscription will include a new Special Situation 
recommendation, a Supervised Account Report, two Fortnightly Commentaries 
and four Weekly Summaries with latest advices on all 850 supervised stocks. 
(Annual Subscription $120) *New subscribers only. 
To take advantage of this special offer, fill in and return the coupon below. 


Union Oil 

American Nat. Gas 
Columbia Gas —_—_ 
Consol. Nat. 


Lone Star Gas 
Northern Natural Gas 
Panhandle East. 
Southern Natural Gas 


Name .. 
Address 
City ND is a MS ORS LED OS when a etna 
Send $5 to Dept. FB-97 


THE VALUE LINE 


SURVEY 
Published by ARNOLD BERNHARD & Co., Inc. 
VALUE LINE SURVEY BUILDING, 5 EAST 44TH STREET, NEW YORK 17, N.Y. 
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the fact remains that the term “reces- 
sion” is not news to many industries 
which have been declining since 1955- 
56. This is an era of individual self- 
corrections. All in all, as was pointed 
out at the year-end, 1958 is a good 
time to have a minority view. It’s a 
good time to avoid clichés and popu- 
lar thinking as though they were the 
plague. 

Can this fundamental background 
be translated into a market phase of 
better feeling? In all probability, yes! 
For one thing, as was pointed out at 
the year-end, time has begun to work 
in favor of the long-term security 
buyer. In other words, there is a point 
at which stocks have value as a part- 
nership in a going company, irrespec- 
tive of the immediate earnings level. 
Secondly, a change in speculative psy- 
chology does not require statistical 
confirmation. All that is needed is 
growing acceptance of this column’s 
belief that there will be a spring busi- 
ness upturn. Thirdly, the sophisticated 
security buyer—and these are the 
people who “make” today’s markets— 
know that some of today’s statistics 
reflect past erosion more than diffi- 
culties which might appear in the 
future. The result is that beneath- 
the-surface improvement can be tak- 
ing place at the very time the statis- 
tics look particularly disturbing. 

This will be a year when the biggest 
opportunities may not necessarily be 
in the “sheltered” groups—drugs, 
foods, grocery stores, tobaccos. They 
may come in the overly depressed 
issues, such as the cements and rails; 
heretofore speculatively unpopular 
groups such as the meat-packing and 
textiles; or the science stocks. 

In the more conservative type of 
stocks, an interesting portfolio can be 
developed via any of the following is- 
sues: Bell & Howell, CIT Firancial, 
Cities Service, Corn Products, Flint- 
kote, General American Transporta- 
tion, Great Atlantic & Pacific, Loril- 
lard, National Biscuit, National Dairy, 
Owens-Illinois Glass, Charles Pfizer, 
Union Pacific and Westinghouse Elec- 
tric. 

In the speculative grouping, each of 
the following issues have a claim to 


| fame: Anderson-Pritchard Corp., Bab- 
cock & Wilcox, Baltimore & Ohio, 


Boeing Corp., Brunswick-Balke-Col- 
lender, Brush Beryllium, Burlington 
Industries, Georgia-Pacific, Interna- 
tional Minerals & Chemical, Magma 
Copper, Penn-Dixie Cement Corp., 
Prentice-Hall, St. Regis Paper, Wilson 
& Company. 


Advance release of Forses columnists’ 
regular articles, excepting Mr. Lurie’s, 
will be airmailed to readers on the day 
of their writing. Rates on request. 
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HOW YOU CAN AFFORD 





WHAT A MILLIONAIRE 
INVESTOR WOULD 





NEVER BE WITHOUT 


The Whole Story of a Unique Securities Management Plan 
Especially for Those With Investment Funds of $8,000 to $50,000 


achievement ° , 


irs OBJECTIVE: _ and More 


often confronted with an a hopeless abun. 
dance of information. However - 

taco. aun: enh entiendl ak taamntinees With wail 
of information creates confusion instead of help? 
Would you like to relieve yourself of the work 
and worry of making decisions | secur- 
ities? Would you Tike to release your time for 
other things you would rather do? > Would you 
like to put the responsibility for management of 
your investments squarely on the shoulders = 
or Combe my eoouritios ~~ 3 


You AND I KNOW that the money 
today put the problem of menos investments 
in the hands of professionals. Yet, while —_ 


potent private securities t can 

readily employed by those with eo fun 

@ This same service has not (until ) been 
reasonably available for those need it 


most — the investor who has from $8,000 to 
$50,000 in cash or securities. 


Ifyou are such an investor... 
this message is for you 


We manage large accounts, of course. But we 

in of investments for thon 
with moderate funds. 
THE REAL BEGINNING of this specialized 
management was t years ago. You might say 
we were thinking you then. 
At that time the man who is now our Manager 
of Accounts set up a Pilot Securities Account 
with a few thonsand dollars of his own money. 
His purpose was twofold. Gre, to | to make money; 
two, to prove what could done with even a 
small account if it were managed according to a 
long range plan. 
One pre-determined objective was to make each 
$1,000 of starting capital grow to $5,000 in as few 
years as possible. 


What Happened? 

Due to a fortunate combination of good condi- 
tions, goed luck, and sticking to plan. ..a _. 
tified blic Accountant’s audit now shows tha 
4 predetermined goal has been exceeded. 
each $1 of starting capital has grown to more 
than $5. 

FOR SIX YEARS NOW, we have been making 
available this 5) ” The come, professional securities 
management. same man w 


manages the 
Pilot A the ts of all clients. 
This man is : oa to 


your 
also if it fits in with your plans to use him. 




















MANSFIELD 
MILLS 


LA JOLLA, CALIFORNIA 
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er . We do not think 
such superior rnowledge _ 

a A. 9 not do as good a job yourself if 
could devote your full time to the job. B T. 
you can’t work all day a 
we do have an advantage. 
The mechanics of providing full-scale professional 
securities management at a wat heb a for 
par ge size accounts is accom ~ ag a 

procedure we call gy 2 
the y t= eld Mills Grou, ement ———y 


Now, please don’t expect a a formula. 
The Plan Is This Simple— 
Group Management means we make the same 


for your account and for 
several others which we manage at the same time. 
YOU PROBABLY ALREADY SEE some of the 
advantages. Although accounts of individuals in 
the Group may be small, total ej rep- 
resent millions of dollars. Because o! this, every 
decision receives the same careful supervision 
and thorough attention that a professional invest- 
ment management organization can give to a 
large account. 
Certain efficiencies and cost- ae are accom- 
lowever, your 


account remains separate. ft stays in the custody 
of your own broker . . . any New York Stock Ex- 
change member firm. We have no authority to 
withdraw securities or cash from your account. 
Only you have that right. You may cancel our 
penegemens at any time and for any reason. 
is no 
— vera 


Bhat Dues Lt Cast been are based on the size 
your account. rate is % of 1% for each 
quarter for any portion of the first $50,000; 4 
of 1% a quarter for the amount above that 
figure. your account amounts to $10,000 (in 
stocks or cash or both) your cost is $50 for each 
three-month . If your account is $20,000 
the cost to you is $100 for three months . 

so on. The minimum amount you may pay per 
quarter is fees are deductible ex- 
penses for income tax 


(In fe oe ) nuetenien os one client sum- 
marized it:‘‘All your Plan for me is 2% 
a@ year pester than I could do ee The peace 
of mind I get is a bonus.’’) 


WHAT A COMPLETE MANAGEMENT MEANS 
J, SEP el Sacteat wathins of your 


securities. There is nothing for you to do. 
No decisions to make. No facts to study. 
As one client remarked: ‘‘It is a comfort to 
let someone else do the worrying when they 
do it so profitably for me.”’ 


» me destrable Your account can have the 
ira! M enone we use in 


all night too, so 








No_Odd-lot_ Premium, Your account re- 

mains a separate account but Le me a 

mechanical arrangement we combine 

and sell orders for and others. The 

saves you the &% or 4% point premium that 
u would otherwise | y the broker when 
- than 100 shares o' stock are bought or 

sold. 


Confidence Daring Bea! Jiri **This 
= ro rough on stock mar- 

t. am glad that we have someone to 
do the worrying for us. I would not have 
known what to do.”’ 


frase, Mund *‘Another Naval officer and 
5. poo! our investment funds a few years 
ago. Now I am in Japan and my partner 
is in France. We selected Mills to manage 


methods 
i . We still 
Why This Message is Written to You Now! 


Bog baa wy? 4, — 
— future, the chances: are you find that ‘you 
re going to need more income and more capital 
Tt, you the added security, the of mind 
the comforts you want to enjoy in later years. 
We have no perfect answer to investing. Never 
expect to have such an answer. But, practical ex. 
perience has codified for us some time-tested 
policies that have treated us well. 


Long ago this Plan passed the horse and 


years) have eaten the 
. and it pays. 


Ask for More Facts 


Naturally you are not ready to make a decision 
about this matter now. I realize this message has 
given you —— but a general outline. You 
want more facts. You want to know more about 
Mansfield Mills. Who his associates are. You 
want to know more about what safeguards are 
employed for your funds. 
To answer fon questions a8 sim, for 
r complimentary copy exp anatory 
booklet" “Retirement Security Program.”’ 
YOUR REQUEST for this booklet does not 
obligate you in - way. Yet it is conceivable 
that your return of the coupon can be the start 
of a chain of events that can put you in a posi- 
tion to enjoy MORE peace of mi MORE con. 
fidence, MORE safety, MORE capital gain, 
MORE comfortable financial security for your 
future than you ever before thought possible. 
As one client said: ‘“‘My ral feeling can . 
haps be , best at by * following: ‘Un. 
der the have a motto, A 
YEAR F 20M ‘NOW WHAT WILL WE WISH 
WE HAD DONE TODAY.’ My wish is that I 
had arranged for Mansfield Mills management 
service the first time 
he brought it to my 
attention, which was 
about two years earl. 
ier. I feel sure that if 
I had done so I would 
be better off today.”’ 


pudding. It works 


MANSFIELD 
MILLS 


(Investment Adviser 
since 1938. Now 
serving clients 

in 46 states.) 


THIS COUPON BRINGS YOU "RETIREMENT SECURITY PROGRAM” 


gf MANSFIELD MILLS * Securities Management * La Jolla, Calif. 
Please send = kod complimentary copy of the explanatory booklet ‘‘Retirement 


Security P: 
This is N' T 3 t. It 





CONFIDENTIAL INFORMATION 


© I depend upon my securities for some income as well as capital gains. 
(© Capital gains is dade 4 main objective. My securities fund, including stocks and cash, 


amounts to abou 


lies no obligation on my part other than that 
I want to seriously ae LL, or not this program fits in with my plans. 





NAME 





ADDRESS 
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PLAN NOW FOR 1958! 


OVER 100 SECURITIES! 


If you own stocks or bonds or 
have funds for investment, here is a 
timely opportunity for you to 
IMPROVE YOUR INVESTMENT 
PORTFOLIO IN 1958. Babson’s 
Annual Forecast for Stocks and 
Bonds could be worth thousands of 
dollars to you as an investment 
guide IN THIS UNCERTAIN 
MARKET PERIOD. Valuable in- 
formation includes: 


® 70 Stocks to Switch NOW! 
© 12 Securities for Growth and 


Appreciation 

© 12 Securities for Income 

© 1 Excellent Defensive Stock 

® 6 High-grade Preferred for 
assured income with safety 


© 6 High-grade Bonds with ap- 


preciation 
® Outlook for Security Market 
ORDER TODAY! 


To acquaint you with Babson’s 
TRULY UNBIASED Personal In- 
vestment Service and its highly — 
uable weekly supplementary re 
we are offering this Forecast De 
" hay cost of printing and email. 

. Act at once to get your copy 
y return mail. 


SPECIAL BONUS FOR PROMPTNESS 


If you reply now, wd also get, 
without extra cost, Babson’s special 
study on the GUIDED MISSILE 
INDUSTRIES with specific buying 
recommendations. 
MAIL $1 WITH THIS AD NOW! 
Write Dept. 
BABSON’S REPORTS 
Wellesley Hills 81, Mass. 





AREA RESOURCES BOOK 


opportunity 
te industry. 


Write for 
FREE 
COPY 


UTAH POWER 
& LIGHT CO. 


Serving in Utah - Idaho 
Colorado - Wyoming 





BINVESTMENT POINTERS 


by JOSEPH D. GOODMAN 


Pick of the Bargain Counter 


In recent weeks, there has been deep | 


gloom in the financial world. I think 
in many cases it has been overdone. 

Among the favorable items one 
might cite are an easing in the money 
situation, with further rate reduc- 
tions probably ahead as well as reduc- 
tions in the reserve requirements of 
the banks or in margin requirements 
for purchases of stocks. The decline 
in money rates has been reflected by 
the rise in the bond market, a trend 
highlighted by the rise in new issues 
(see table). 


p—————SOME BRILLIANT NEWCOMERS 


Da 
Duke Power 47%s '82. 102 
Houston L&P 434s '87.. 101.608 


Idaho Power 4%s '87.. 101.608 
Merrimack-Essex 55s '87 101.826 
Mich. Bell Tel. 434s "92. 101.72 
North. Nat. Gas 2 ‘77 100 

Ohio Power 47%s '87. 100.867 


Phila. Electric 45@s °87. 100 
Pacific P&L 534s '87. 100.714 
Pub. Serv. E&G 47%s '87 
San Diego G&E 4%s '87. 
S’west Bell Tel. 434s "92 100.854 


Tex. E. Trans. 55¥@s ‘77.. 99 
Trans. Pipe 6Yes '78.. 9914 











Prices of utility stocks in general have 
naturally been helped by the decline 
in money rates, particularly in the 
preferred issues. For example, Phila- 
delphia Electric $3.80 preferred (long 
a favorite of this column) has ad- 
vanced from 76% to 90 in recent 
weeks. It seems to me that for con- 
servative investors, bonds and utility 





Atchison, Topeka & Santa Fe 
Atlantic Coast Line 
Baltimore & Ohio. 
Canadian Pacific . 
Chesapeake & Ohio 


Chicago, Rock Isiand & Pac 
Great Northern 

Gulf, Mobile & Ohio 
Illinois Central 

Kansas City Southern 


Louisville & Nashville 
Missouri Pacific ‘‘A’’ 
N. Y. Central . 


common. 


Norfolk & Western 
Northern Pacific 


Pennsylvania R.R 
Reading Co. 
Seaboard . 
Southern Pacific 
Southern Ry 


Texas & Pacific 
Union Pacific .. 
Western Pacific 





THE HARD-HIT RAILS 
1957 Price 


common and pre- 
ferred stocks 
should be very at- 
tractive invest- 
ments on any re- 
actions. 

For those willing 
and able to take 
the chance, I think railroad stocks 
have reached attractive levels, and 
have discounted dividend reductions. 
In the last 86 weeks, the Dow-Jones 
railroad averages have declined almost 
50%, from 182 to 95. The extent of the 
decline in individual railroad stocks 
is shown in the table below. 

Several of the railroads have held 
up reasonably well, particularly Nor- 
folk & Western, Union Pacific and 
Northern Pacific. Others, such as New 
York Central, have declined drastical- 
ly, and now appear to be especially 
attractive speculations. 

The stocks of the airlines have also 
declined substantially, and I think 
there is an excellent chance that these 


pa AIRLINE STOCKS 


1957 1956 1957 1956 Gross 
Price Earnings Dividend (millions) 








American .. 29-14 $2.40 $1.00 $291 
Eastern ... 58-27 5.17 1.00* 228 
Pan Am. 21-12 .80 289 
Trans World. 35- 9 70d)... 240 
United .... 49-18 4.57 .50* 262 


*Pius stock 











companies will receive rate relief dur- 
ing 1958 and that the stocks have 
reached attractive buying levels. 
Considering the likelihood that 
gross business will hold up well, the 
finance companies, with the savings 





1957 1956 Gross 


1956 
Earnings Dividend (millions) 
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TRY THE WALL 
STREET JOURNAL 
GET-AHEAD PLAN 


$6 STARTS YOU 


You are living in a period of far-reaching 
changes. New inventions, new industries 
and new ways of doing business are 
creating opportunities for men who want 
to get ahead. 

It will pay you to find out about these 
things. One place to find out is in the 
pages of The Wall Street Journal. You 
probably think The Journal is just for 
millionaires. That is WRONG. The Jour- 
nal is a wonderful aid to salaried men 
making $7,000 to $20,000 a year. It is 
valuable to owners of small businesses. 
It can be of priceless benefit to ambi- 
tious young men who want to earn more 
money. Said one subscriber, “I read The 
Journal every morning and apply its 
lessons to my own business. I call this 
my ‘get-ahead’ plan.” 

To assure speedy delivery to you any- 
where in the U.S., The Journal is printed 
daily in five cities-—New York, Washing- 
ton, Chicago, Dallas and San Francisco. 
It costs $20 a year, but you can get a 
Trial Subscription for 3 months for $6. 
Just tear out this ad and attach check 
for $6 and mail. Or tell us to bill you. 
Address: The Wall Street Journal, 44 
Broad St., New York 4, N. Y. FM1-15 














says BART LYTTON, president FIRST WESTERN, 
Nevada's Largest —Southern Nevada's Oldest 
Savings & Loan Association 


At First Western, thousands of save- 
by-mail accounts currently earn 5% 
a year. Interest is paid quarterly on 
all accounts. Savings with us have 
always been safe, available and more 
profitable. Remember—as little as 
$1.00 starts an account. 


Open your save-by-mail account teday— 
postage paid. Funds received by the 
15th of any month earn from the 1st. 


Write or mail funds te: 


First WESTERN SAVINGS 


AND LOAN ASSOCIATION 
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produced by lower interest costs, 
should experience a good year. These 
stocks have been very steady during 
the declining market. The stocks in 
this group which I consider attractive 
for long-pull investment are shown in 
the boxed summary. 


FINANCE STOCKS | LIKE 


1956 
Recent Current 1956 Gross 
Price Dividend Earnings (millions) 





C.1.7. ...... 4% $2.40 $4.12 
Comi. Credit . 46 2. 5.26 
Household Fin. 27 1 

Pacific Fin... 39% 4.28 527 


2. 
Seaboard Fin. 17 1. 1.40 354 
Beneficial Fin. 18 1.00* 1.91 739 


*Plus stock 


$4,781 
3,387 
* 2.70 901 











C.1.T. Financial Corp., the largest 
independent instalment finance com- 
pany, also does a large volume of tex- 


tile factoring and industrial financing | 


in addition to auto financing. Financ- 
ing of automobiles, especially for Ford 
and Chrysler, is still its principal ac- 
tivity. I think the current dividend of 
$2.40 will continue to be paid during 
the next year and that the stock is 
attractive around its present price, 
4612, where the yield is 5.1%. 
Commercial Credit Co., the second 
largest independent unit in the instal- 


ment financing field, finances whole- | 


sale and retail sales of automobiles 
primarily, but also covers sales of 
household appliances and industrial 
equipment, extends personal loans, 


ness. Insurance subsidiaries under- 
write automobile, life, credit and 
health insurance. Manufacturing in- 
terests consist of nine companies with 
widely different products. Financing 
operations produced 62% of total 
earnings in 1956, insurance 22%, and 
manufacturing companies 16°. This 
company has an excellent record, and 
I think its future is good. At its pres- 
ent price, 46, the yield is more than 
6% on the $2.80 dividend. I like this 
stock. 

Pacific Finance has often been rec- 
ommended here. It is the fourth larg- 
est independent auto finance company. 
In this country, the territory covers 
the West Coast, the Southwest and the 
Midwest. 
the wholesale and retail financing of 


automobiles and other retail purchas- | 
es. Personal loans account for about | 
Two subsidiaries write fire and | 


28%. 
casualty risks, mostly on automobiles 
financed by the company. A life in- 
surance company was organized in 
1956. At its present price, 3944, the 
yield is more than 6% on the $2.40 
dividend. 


Advance release of Forses columnists’ 
regular articles, excepting Mr. Lurie’s, 
will be airmailed to readers on the day 
of their writing. Rates on request. 


‘ : é S, | gains for cigarettes . . 
and does a receivable financing busi- | 


About 70% of volume is in | 





| Burning bright with the promise 
_ of greater profitability and growth 


1957 has set an / 
all-time high for 
domestic con- 
sumption of ciga- 
rettes. The current 
| investor interest in 
these stocks shows 
that investors have 
| put the “health 
scares” in perspec- 
tive and recognized the lasting demand for 
| cigarettes—in one form or another. Our 
| few 18-page Monthly Letter discusses 
| these important forces, including popula- 
tion growth, and goes on to give he facts 
about a little known technological devel- 
opment that holds the potential of aston- 
ishing profits for the industry. 


HEALTH SCARES AND THE SWITCH TO 
FILTERS: The “health scares” of the past 
few years have radically changed the pat- 
| tern of demand for cigarette types. Our 
Monthly Letter assays the gains made by 

| widely-publicized “higher protection” fil- 
| ters and studies long-term consumption 
. and the sosuliiiiey 

of Government action on health grounds 


COMING PROFIT REVOLUTION IN COSTS, 
LABOR, AUTOMATION: The lircle-known 
technological development (fully de- 
scribed in the Letter) not only results in 
—— savings in costs and labor, but 
so points toward fully automated cigarette 
roduction. Its ssible impact on earn- 
ings is ieoneaie enenian , 


“AN OUTSTANDING OPPORTUNITY” 
For investors who are convinced that the 
health issue is no longer a threat, our 
analysts believe there are outstanding op- 
portunities in some cigarette common 
stocks. Earnings are rising... yields are 
good ...and the stocks are attractively 
priced. The issues we regard as above- 
average are named. For your free copy of 
this major study, just mail coupon below 





a 
a 





2% Whereas statistical research re- 
lates to the already achieved, creotive 
research helps investors visualize future 
growth possibilities. 


GOODBODY & Co. 


ESTABLISHED 1601 
Members of Principal Exchanges 
115 Broadway, New York 
Offices in 33 Cities 











= = oe oe ee ee ee ee ee ee ee ee ee ee oe oy 


| U Please send me without cost or obligation, # 


§ your Monthly Letter FJ-15. 
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How $5 for Barron’s Put a 


FINANCIAL 
CUSHION 
UNDER ME 


By a Barron’s subscriber 


Like many other men, I was a hit-or-miss 
investor—who too often missed. One day I 
saw a Barron’s ad in the paver. and it made 
sense. So I sent in my $5 a trial subscrip- 
tion. 

I remember the first issue I got, because it 
changed ay thinking about a stock I was 
going to buy. 


Since then, every issue of Barron's has | 


given me information on industries and on a 
number of companies. Barron's tells me how 
they are doing and where they are going—the 
kind of information I've got to have to pick 
good investments instead of lemons. 

That's how Barron’s has helped me increase 
my capital. In six and a half years, I've put a 
total of $11,000 into securities. That's about 
$1700 each year. The way I've invested it, and 
reinvested my dividends, it has grown to a bit 
over $28,000—with the help I got from Bar- 
ron's. 


No other business or investment publication is 
like Barron's. It is w yittes for the man who makes 

up his own mind about his own money. It is the 
only weekly affiliated with Dow Jones, and has full 
use of Dow Jones’ vast, specialized information in 
serving you. 

Barron's subscription price is $15 a 
you can try it for 17 weeks for only $5. 
subscription brings you: 

Everything you need to know to help you handle 
your business and investment affairs with greater 
understanding and foresight . . . the investment 
implications of current political and economic 
events .. . the perspective you must have to an- 
ticipate trends and grasp profitable investment 


ear, but 
his trial 


Sa 

for yourself how important Barron’s can be 
to you in the eventful weeks ahead. Try it for 17 
weeks for $5. Just tear out this ad and send it 
today with your check for $5; or tell us to bill 
you. Address: Barron’s. 392 Newbury St., Boston 
15, Mass. F-115 





Making Profits i in 
STOCKS 
by POINT and FIGURE technique 


This method of market analysis builds your 
independent judgment in helping to select 
the right stocks at the right time. Widely 
used by professional traders and investors 
for Making Market Profits—and Keeping 


FREE ON REQUEST 


Literature on Figure Charts of Stocks and 
Commodities ...a daily price 
service ... and instruction material. 
will be sent free on request. 
for Portfolio F-47. 


MORGAN, ROGERS & ROBERTS, Inc. 
64 We Street @ New © Mew Yor 5 Y. 


All 
Just write 


“AUTHORS WANTED 
BY N.Y. PUBLISHER 


New York,N.Y.—One of the nation’s largest 
book publishers is seeking manuscripts of 
all types—fiction, non-fiction, poetry. pecial 
attention to new writers. If your work is 
ready for publication, send for booket F—it’s 
ree. Vantage Press, 120 W. 3lst St., New 
ork 1. (Branches: Washington, D. C., Chi- 
cago, Hollywood) 


BRING PONE SELIG PRESSURE 


Send $1 for aie Report F or $5 for month’s 
trial on prompt refund basis if not satisfied. 
LOWRY’S REPORTS, Inc. 
Established 1938 
250 PARK AVE., NEW YORK 17, N. Y. 
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MARKET COMMENT 


by L. O. HOOPER 


The Anatomy of Bear Markets 


Wuen one has lived through (and 
written through) all the bear markets 
since 1916-1917, he learns to expect 
a few things. While no two declines 
in stock prices are exactly alike, the 
big ones have some common charac- 
teristics. Just as bull markets usually 
exceed the expectations of the opti- 
mists, bear markets tend to exceed 
the expectations of the pessimists. 
Pessimism tends to go to just as great 
extremes as optimism. Just as all 
things work together for the good in 
a rising market, all things tend to 
work together for the bad in a falling 
market. In a bull market, stocks are 
not necessarily a sale as soon as they 
are “high enough”; and in a bear 
market stocks are not necessarily at 
their bottoms as soon as they sell 
“low enough.” A bright spot is that 
bear markets are of much shorter 
duration than bull markets. 

Just as it is impossible to identify 
a bull market high (until it is past), 
it is difficult to identify a bear market 
low. The lows are made in different 
ways and for different reasons. The 
most common characteristics of a bear 
market low are extreme discourage- 
ment (no reason to buy ’em), dull- 
ness for a considerable period near 
the bottoms, high (not low) price- 
earnings ratios (because of low earn- 
ings), and numerous dividend cuts 
and omissions. Before these major 
declines in prices are over, things 


may occur which 
you thought “just 
couldn’t happen.” 

Likeanyone who 
writes about some- 
thing as uncertain 
as the stock mar- 
ket, I want to “feel 
my way along,” and not get so far 
out on a limb that I can’t crawl 
back with a semblance of grace; but 
I would be less than frank if I 
failed to remark at this time that I 
see no convincing indications that the 
bottom of this bear market has been 
seen. That does not mean I am a 
defeatist or a bear on America. I 
still think the best of life is later 
on. I still think that we will have 
a prosperity in the 1960s greater 
than that of the earlier 1950s. I don’t 
think we will have as great a pros- 
perity in the 1960s, however, if we fail 
now to correct the excesses and eco- 
nomic sins of the period just passed. 
Unpleasant as it is, this business re- 
cession, this decline in stocks, is a 
salutary process. 

It is interesting to look at some 
things which are the same and some 
things which are different about this 
bear market and this business reces- 
sion. This decline is the same in that 
it follows an era of abnormal pros- 
perity, abnormal “confidence,” un- 
usual expansion in the heavy indus- 
tries, overvaluation of equities and 





MARKET AVERAGES 








~ (STANDARD & POOR'S ‘‘500") — 




















— 
oe hh arr ae 





tT ol 





eect 


[$Se0 peers 





{50 UTILITIES || — 
i “a 2 T jp += 
F M A WM 





RBRSBessstssEqSSSSSSNGIR 
SIVINLSNANI 











rhe | 
ae 
by 


1, q 
_ Tre hig of Wy 


7 } ~~ 
eye | jane ra te haa t ATi 


~ ic 
_ i. . 1 5 ++) Pete 


yReee 
saiii.n | 





J J A s GO W OD 

















1957 








FORBES, JANUARY 15, 1958 





“new era” philosophy about the eco- 
nomic system. It is the same in that 
it was accompanied by an at first 
slow, and then more rapid, deterio- 
ration in business. It is the same in 
that there is a sharp decline in com- 
modity prices, raw materials, and 
that this makes it especially difficult 
for the many nations which depend 
on basic commodities for their pros- 
perity. It is the same in that interest 
rates are easing after a period of 
firmness. It is the same in that earn- 
ings are declining and more dividends 
are being cut or reduced than are 
being increased. 

But it is different in that the labor 
monopoly makes it almost impossible 
to reduce operating costs. That’s es- 
pecially true in the copper industry 
where miners’ wages now are fixed 
by hard-and-fast contract instead of 
being tied to the price of copper. 
That’s true, too, in the automobile 
industry where this year’s rise in 
car prices has been a factor discourag- 
ing buying whereas lower car prices 
might moderately stimulate demand. 
It is different because the farmer is 
less important and stronger. 

It is different, too, in that the mar- 
gin, or credit, position in the securi- 


ties markets is all but negligible, and | 


in that there are no manipulative 
pools to liquidate. 


best stocks, and tend to buy more as 
they go lower. It is different, most 
emphatically, because the newer 
generation of investors never has ex- 
perienced a bear market, or even a 
business recession of any magnitude. 
It is different in that there are many 
built-in defenses against depression. 
It is different because governments 
in all western countries accept “full 
employment” as a responsibility, as 
they never did before. Finally, it is 
different because of a complicated 
and unpredictable international situ- 
ation commonly called “the cold war.” 
But after all, no two bear markets 
and no two bull markets ever were 
exactly the same—even in the distant 
past. 

But let’s get down to cases. The 
stock market late in the 1890s and in 
the early 1900s was pretty much a 
matter of rail shares. It was not until 
World War I that the industrial shares 
loomed large in its operations. As 
recently as 1925 there were only about 
900 common and preferred stocks 
listed on the NYSE compared with 
about 1,520 at present, and the total 
number of shares listed as late as 
1942 was only about 1.46 billion vs. 
4.67 billion now. We now have a 
tremendous number of shares in a 
very large number of companies rep- 
resenting almost countless industries 

(CONTINUED ON PAGE 46) 
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It is different in | 
that institutions own so many of our | 





INVESTING 
for FUTURE 
INCOME 
2 


Incorporated 
Investors 


Established 1925 
A mutual fund invested 
in a list of securities 
selected for possible 
GROWTH of CAPITAL and 
INCOME in the years ahead. 


INVESTING 
for CURRENT 
INCOME 


Incorporated 
Income Fund 


A mutual fund whose first 
objective is to return as 
LARGE CURRENT INCOME as 
may be obtained without 
undue risk of Principal. 





THE Parker Corporation, 200 Berkeley St., Boston, Mass. 


7 
Please send a Prospectus on Name 


[-] Incorporated Investors 


Address 
[] Incorporated Income Fund 


Capital is needed in expanding California, and 
we know where to place it for you to your best 
advantage! Earn up to 100 per cent more than 
bank interest with the positive safety of an account 
insured to $10,000 by U.S. Government agency. 


No cost to invest. No charge for our service. For 
personal savings, corporations, unions, pension funds 
Also legal for trust funds. 





FOR 


~ WRITE 
INFORMATION 


AVERY L. EPPLER and CO. 
Dept. 2, Russ Building, San Francisco, Calif. 


GOLDSMITH’S 
COMPLETE STATIONERY AND 
OFFICE EQUIPMENT CATALOG 


Send the coupon today for your FREE copy of the famous 
Goldsmith Bros. huge catalog of stationery and office equip- 
ment—-190 big pages of everything needed in every office, 
from paper clips to furniture, from envelopes to typewriters. 

Since 1886 Goldsmith Bros. America’s largest stationers, has been supplying top 
quality stationery and equipment at money-saving prices to large and small! businesses 
all over the country. You buy with confidence when you buy at Goldsmith's. So fill 
out and mail the coupon today and bring the nation’s best stationery store right to 
your desk. 

Fastest service and complete satisfaction guaranteed. Your money back if you are 
not wholly pleased. Send the coupon and see how it pays to buy at Goldsmith’s— 
reliable, safe, economical always. 





Goldsmith Bros., Dept. 4-A 

77 Nassau St., New York 8, N.Y. 

Please send me, FREE and Postpaid copy of your 190 page 
1958 Catalog of Stationery and Office Equipment. 


Mail this coupon today for your FREE 
copy of Goldsmith Bros. big 1958 
stationery and office equipment cat- 
alog. Everything for the office, large or 
small—all at money-saving prices. 


GOLDSMITH 
BROS. 


America’s Largest Stationers 
77 Nassau St., Dept. 4-A, New York 8, W.Y. 
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NEW SAFER APPROACH T0 


COMMODITY 
PROFITS 


Even a small investment can earn big 
money in commodities. Proper timing 
is the secret of success. Scientific 
st safeguard your funds against 
undue risk. 

learn how you, too 
capital and income. 
trading bulletins from 


COMMODITY FUTURES FORECAST 


90 West Broadway, New York 7, BArclay 7-6484 


can increase 
for recent 
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BEAR MARKET? 


When the market falls, many common 
stock warrants go down to very low 
prices and afford the greatest potential 
appreciation on a rebound. Example: In 
one market cycle a $500 investment in 
Tri-Continental warrants appreciated to 
$85,000. You should read THE SPECU- 
LATIVE MERITS OF COMMON STOCK 
WARRANTS, by Sidney Fried, for the 
full story of warrants, accompanied by 
a list of 125 common stock warrants you 
should know about. For your copy, send 
$2 to R.H.M. Associates, Dept. F-99, 220 
Fifth Avenue, New York 1, N. Y. 
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THE FRANKLIN LIFE 


INSURANCE COMPANY 


The largest legal reserve 
stock life insurance company in the United States 
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devoted excluswely to the underwriting 
of Ordmary and Annuity plans 


OUR SEVENTY-POURTH YEAR 


Dividend Notice 


The Board of Directors of The Franklin 
Life Insurance Company has declared a 
dividend on the capital stock of Forty 
Cents a share payable January 24, 1958 
to stockholders of record at the close of 
business January 10, 1958. Dividend 
checks will be mailed. 


Georce E. HatMaKER 
Secretary 


Springfield, Illinois, January 3, 1958 








| WHY SUFFER “> BULLS? 


To know when to sell or to trade in 
today’s markets, you need Weaver's 


“MAKING MONEY ON DECLINES” 


cae 10,000 in use. 4th printing $1.50 
NEW 600 term Stock Glossary....$1.00 
$2.25 

if not satisfied. 


KALER co. Pub’ tS. ‘xt Rochester 16, N. Y. 


SMOKE MY NEW PIPE 
30 DAYS AT MY RISK 


that contradicts every idea 
you coarial 
antee it to smoke 
bitt ‘sludge. To 
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STOCK ANALYSIS 


Confidence Needed 


At 4:30 o’clock on the afternoon of 
November 14, 1957, the Dow-Jones 
news ticker flashed the announce- 
ment that the Federal Reserve Bank 
of New York and three other Federal 
Reserve Banks had reduced the re- 
discount rate from 342% to 3%. That 
brief news item ended a long and se- 
vere bear market in bonds. The 
change was instantaneous. Within 
minutes a glut of unsold bonds disap- 
peared, offerings became scarce and 
prices started to soar. The resulting 
advance in bond prices in the weeks 
that followed was unprecedented in 
its steepness over such a brief span 
of time. It was an amazing demon- 
stration of the vast power wielded by 
the authorities in charge of our mone- 
tary system. 

The stock market, too, was cheered 
by the action of the Federal Reserve, 
interpreting it, correctly, as the end 
of the hard money policy which had 
been blamed by many as the chief 
cause of the crack in stock prices and 
the slowdown in business activity. 
But the rally petered out quickly. 
People realized that neither the stock 
market nor general business con- 
ditions are as susceptible and re- 
sponsive to controls, to restraints or 
stimulations, as the bond market and 
the supply of lendable funds. Upon 
further reflection investors also con- 
cluded, and with justification, that the 
action taken by the Federal Reserve 
was an expression of concern over 
the business outlook and that it should 
not be interpreted bullishly, at least 
not for the near term. 

What the stock market needs is not 
just a quick monetary shot in the 
arm which, at best, can only have a 
brief stimulating effect. The stock 
market needs confidence. Without 
confidence it will wither. 

Nothing is more easily postpon- 
able than the investment purchase of 
a common stock. No one in his right 
mind will buy a common stock unless 
he has confidence that it is a good 
investment, that it will enhance in 
value or at least maintain it, and that 
the company will do well and pay 
dividends. Even a low price will not 
attract investors if they lack confi- 
dence, if they fear that even the low 
price will be lower before long. 

Now, confidence is not something 
that can be turned on and off like a 
credit faucet. Confidence cannot be 
established by decree (although it 
can be destroyed by decree). It is a 
tender plant that must be cultivated 


by HEINZ H. BIEL 


and nurtured in 
order to flourish. 

Many factors 
have combined 
this past year to 
cause a deteriora- 
tion of confidence. 

It is hard to say 

what single event caused the greatest 
damage. There has been widespread 
concern over the lack of strong po- 
litical leadership and over the appar- 
ent failure of a seemingly aimless 
foreign policy. Proof of Russia’s 
superiority in certain scientific de- 
velopments with possibly serious 
military implications came as a 
wholly unexpected shock. 

And then there was the realization 
that the business boom was aging 
and that it could be perpetuated only, 
if at all, through most astute economic 
guidance, and such guidance was not 
much in evidence. Investors; were 
justifiably worried about irresponsi- 
ble labor union demands for wage 
increases going far beyond their le- 
gitimate claims to participate in the 
benefits from rising productivity. 
They were disturbed by the fact that 
the resulting cost inflation was being 
fought exclusively with restrictive 
monetary measures which, if carried 
too far, might bring about a de- 
pression. 

All these factors, and several oth- 
ers, have been at work undermining 
the investor’s faith in the immediately 
foreseeable future. There is no point 
in arguing whether or not each and 
every one of these reasons is valid. 
The stock market is the synthesis of 
all opinions, and the law of supply 
and demand renders the decision. 

In recent months the urge to sell 
stocks has been stronger than the de- 
sire to buy. Many investors have 
been seeking refuge in bonds. Others 
have shifted into electric utilities and 
the type of consumer goods stocks 
that are fairly immune to changes in 
general business conditions. The 
stock market has given an unequivo- 
cal “no confidence” vote. 

What will change this attitude? 
What makes people take a more posi- 
tive view of the future? What makes 
a stock a good buy today when it was 
considered a good sale only yes- 
terday? 

I don’t think there are set rules 
that one can use as an infallible 
guide. It may be an unexpected event 
of major significance—as was, for 
example, President Eisenhower’s de- 
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cision to be a candidate for re-elec- | 
tion. But more likely than not it 
will be a much more gradual evolu- 
tion, imperceptible in its early stages. 

Pessimism is not an American 
characteristic. It goes against our 
natural inclination. Unless  confi- 
dence is undermined by an economic 
catastrophe, as in the Great Depres- 
sion of 1929-1932, our implicit faith in 
this country’s further growth and ex- 
pansion will gain the upper hand in 
due course. 

Although I fear that business news 
may become progressively worse in 
the months ahead, I doubt that confi- 
dence will deteriorate much further. 
Corrective forces are coming into 
play, and it will probably not be one 
single dramatic event, but rather a 
combination of developments. 

Politically, either the White House 
or Congress will take up the slack in 
the reins of positive leadership. On 
the economic front, initial steps al- 
ready have been taken which are 
designed either to remove obstacles 
which are in the way of recovery, or 
to eliminate certain causes of the 
recession. 

Relaxation of the hard money pol- 
icy is, of course, of greatest impor- 
tance even though its effectiveness is 
not immediate. On the other hand, 
immediate benefits will be derived 
from the resumption of normal pro- 
curement practices of defense mate- 
rial as well as by the probable increase 
of military expenditures by at least 
$2 billion a year. There will be talk 
of, and perhaps even hope for, tax re- 
ductions. Even if this should not ma- 
terialize, the Federal budget seems 
certain to show red figures, with the 
deficit likely to increase next year. 
This may not contribute much to in- 
crease confidence in the dollar, but it 
will remind businessman and investor 
alike that deflation was just a brief 
interlude and that inflation must re- 
main a major factor in our future 
planning. 

Meanwhile business is also taking 
corrective steps under the pressure of 
shrinking margins. Production is be- 
ing cut back to restore the balance 
between demand and supply and to 
ameliorate undue pressure on prices 
(as in the case of copper); invento- 
ries, which always tend to become 
excessive in boom times, are being 
brought into line with realistic sales 
expectations; expenses, which also 
tend to get out of hand in periods of 
great prosperity, will be more care- 
fully scrutinized; every effort will be 
made to economize and to increase 
efficiency, and more resistance will be 
shown to excessive wage demands. 

All of these actions are deflationary 





The Market Outlook For 1958 


Selected Issues for Investment 


Our year-end Special Report contains both a general 
discussion of 1958 prospects and a list of diversified 
securities. Included are common stocks with liberal 
current returns (based on indicated dividends) and 
convertible issues which, in our opinion, offer a com- 
bination of comparative stability and good long-term 
appreciation potential. If you would like a free copy, 
just ask for F57. 
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140 SOUND STOCKS 


for INCOME and PROFIT 


Announcing UNITED’S 1958 
List of Recommended Issues 
rid Report covering UNITED’S complete Supervised 
List of Recommended Common Stocks for 1958 is just 
off the press. It is broadly diversified as to industry, and 
selections range from the highest quality stocks for safet 
and income to lower-priced spgculative issues for high 
percentage gains. Included are stocks with long dividend 
records, yielding 6% to 9%. You will find the following 

issues of special interest: 


6 Speculative Growth Stocks at 13 to 40 

12 Quality Growth Issues; liberal yields 

10 Attractive Low-Priced Stocks under 25 

18 Quality Income Issues; yields up to 7.4% 


Send only $1 for your copy of this 140-Stock Report. In addition 
you will receive without extra charge the next four issues of the 
weekly UNITED Business and Investment Report. (This offer open 
to new readers only.) 


——FILL OUT COUPON AND MAIL TODAY WITH ONLY $1— — — 
SENT TO YOU BY AIRMAIL $1.25 [] 


, Address 


UNITED BUSINESS SERVICE 


210 NEWBURY ST. BOSTON 16, MASS. 


Serving more business men and investors than any other advisory service. 




















STERLING 
INVEST VENT 
htiND 


A balanced mutual fund represent- 
ing a managed investment in a 
diversified list of bonds, preferred 
stocks and common stocks. 

Mail this advertisement for de- 
tailed, free information. 


INTERSTATE SECURITIES 
CORPORATION 
200 So. Tryon St., Charlotte 2, N. C. 


New York, N.Y. Atlanta, Ga, 








ws Keystone Income Fund 
A Mutual Investment Fund 
ig in securities selected for 


z CURRENT INCOME 


L 
[a Keystone Growth Fund 


1a A Mutual Investment Fund 
for possible long term 
growth of capital and 


FUTURE INCOME 


THE KEYSTONE COMPANY, 
50 Congress St.,'Boston 9, Mass. 
Please send me prospectus describing 


O Keystone Income Fund 7-7 
O.Keystone Growth Fund 











GROWTH A 
INDUSTRY § mutuat 
SHARES, Inc. FUND 


Objective: Long-term growth 
of Capital and Income. 


Shares priced at 103°% of net asset value, 
redeemed at 100°, of net asset value. 
e 
Prospectus on request 


6 North Michigan Avenue 
Chicago 2, Illinois 
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THE FUNDS 


STRETCHING 
THE YANQUI DOLLAR 


Funp watchers looked up sharply last 
fall when two Boston mutual fund 
managers, emulating their forebears 
in the clipper ship trade, ventured 
down to Venezuela to bring lush in- 
terim returns to shareholders while 
scouting the Ameradas and Alcoas of 
the next upturn (Forses, Sept. 15). 
The pair: Edward Johnson, head of 
$31.2 million-assets Puritan Fund: 
and George’ Put- 
nam of the $137 
million-assets fund 
bearing his name. 
Putnam could 
boast a 742% re- 
turn and Johnson 
an 8%% return 
from notes of La 
Financiadora Na- 
cional, Venezuela 
credit company reputedly bankrolled 
by Wall Street investment houses. 
But last month, in his quarterly re- 
port to shareholders, President Jo- 
seph Furst of the $17-million-assets 
Income Fund of Boston, revealed that 
he had obtained an 11.1% yield from 
direct, short-term obligations of the 
Venezuelan government. “Because 
the Constitution of Venezuela prohib- 
its any external debt,” said Furst, 
“the government pays for public 
works with short-term obligations 
which are retired out of current rev- 
enues and provided for in the an- 
nual budget.” Furst simply buys Min- 
istry of Public Works I1.0.U.’s to 
roadbuilders or sewer contractors, for 
example, at a substantial discount, 
then collects their face amount from 
the Venezuelan treasury as an as- 
signee. Amortizing the discount as 
current income, Furst comes up with 
his huge 11.1% return. 
“Why,” asked Furst last 


Joseph Furst 


month, 
non-negotiable, 
non-dollar notes of La Financiadora 
Nacional, which trades itself in this 
kind of paper, when I can get 11.1% 
in dollars directly from the Venezue- 


| lan government? Because we're paid 
| in American dollars, we’re protected 
| against 

| taxation. 
| “we’re insured against delay in pay- 


currency fluctuation and 
Furthermore,” added he, 


ment under the terms of a policy 


which pays us 1%, per month of delay.” 


Furst had taken a $275,000 initial 


| position in the notes of Venezuela, 
| financially the strongest country in 
| Latin America thanks to its vast oil 
| revenues. He had assumed a further 
| commitment to buy $311,000 of the 


serial notes for his small fund, which 
this month celebrates its third birth- 
day. But before 1958 was very old, 
Furst and his fellow high yield-seek- 
ers received quite a shock. It was in 
the form of an abortive revolt by 
military units against the strong-arm 
regime of Venezuelan dictator Perez- 
Jiminez. The basic resources on which 
Venezuela’s credit rests were not 
basically affected by the revolt, but 
the facts trickling through the fog of 
censorship left no doubt in investors’ 
minds that a regime resting on bay- 
onets is never quite as sound as its 
credit rating would indicate. 


SELLING DIVIDENDS 


ONE MUTUAL fund 
manager spoke up 
frankly and sharp- 
ly last month 
against certain 
high - pressure 
tactics sometimes 
pursued by fund 
salesmen. He was 
President Cam- 
eron K. Reed of 
Kansas City, Missouri’s five, $363.7 
million-total-assets United Funds. 
Reed’s target: salesmen who coax in- 
vestors into buying fund shares just 
before dividend declaration dates “so 
they won’t miss out on the dividend.” 

“There are two very solid reasons 
not to ‘sell dividends,” said Reed. 
“First, it’s bad business. The cus- 
tomer actually gets the short end of 
the deal. The moment fund shares 
go ex-dividend, net asset price drops 
by the amount of the dividend. The 
investor who buys the shares to get 
the distribution pays more than if he 
had bought ex-dividend. Sure, he 
gets the distribution, but he pays a 
sales charge on it and he will have to 
report it and pay a tax on it. 

“Second,” said Reed, “it’s an unfair 
practice.” He pointed to a recent of- 
ficial declaration of the Board of Gov- 
ernors of the National Association of 
Securities Dealers. A mutual fund 
salesman who encouraged fund trans- 
actions immediately preceding record 
dates for distributions was fined $500 
and suspended for 90 days by the 
NASD; his firm was fined $722. 

Concluded fundman Reed: “A great 
many customers are bound to be ex- 
tremely grateful when the fallacy of 
buying dividends is pointed out to 
them. We can think of no easier or 
more sensible way to build up cus- 
tomer good will.” 


Cameron Reed 


GOPHER IN A HOLE 
WALL strEET fund managers who pride 
themselves on their professionalism 


often pretend nothing much has hap- 
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pened when a 
frosty blast from 
the canyon catches 
them with their 
net asset value 
down, They at- 
tempt to disguise 
the fact that tell- 
tale net asset value 
per share has de- 
clined substan- 
tially by talking cheerfully of increase 
in total assets in which net inflow from 
fresh sales can offset declining market 
values. 

Not so Minneapolis’ little, $5.1 mil- 
lion-assets Minnesota Fund. Last 
month President Albert M. Sheldon 
Jr., in his annual report to sharehold- 
ers for the year ended November 30, 
gave his readers credit for some adult 
intelligence when he confessed just 
what had happened to his fund in 
common with most in the $9 billion 
business. “The large ‘unrealized de- 
preciation’ figure you see in the 
accompanying audited statement rep- 
resents shares that we bought at ‘too 
high a price’,” said he. Sheldon’s 
growth stock portfolio—17.3% in elec- 
tronics and electrical equipment—had 
fallen 1342% in the year, while the 
broad Standard & Poor’s 500 Stock 
Average had slipped but 742%. 

But Sheldon, good salesman that he 
is, went on to argue that the shrink- 
age offered an opportunity to buy as- 
sets at a discount. “Many of you,” he 
reminded shareholders, “have already 
taken advantage of this by writing 
us to buy more shares.” Concluded 
Fundman Sheldon: “We hope you will 
have the financial good fortune and 
courage to send us more money so 
that we may buy more of these good 
stocks while they are down.” 


Albert Sheldon Jr. 
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Which 248 Stocks to Buy and Sell in 1958! 


ANNUAL 
FORECAST 


JUST COMING OFF THE PRESS 


50% More Pages! One of most important Forecasts ever presented by S$ & P! 


NEW—How soon will the adjustment period be over ? NEW—Stocks that could turn 
around in 1958. NEW—How the speed of our scientific race with Russia will affect the 
economy and your investments. Will include Standard & Poor's forecast of the 1958 
stock-bond markets, forecast of economy and business conditions, forecast of money 
rates. Inflation or deflation ahead ? EXTRA ! New Switch List of 72 stocks that should 
be sold now. Also these confidential new ‘“Buy’’ lists: 


8 Stocks That Could Turn Around in 1958. 7 Stocks Capable of Outgaining 
the Market. 22 Best Low-Priced Stocks. 9 Growth Stocks for Long-Pull 
Buying. 5 Good Income Stocks with Profit Potential. 23 Attractive Bonds 
Including 4 Tax Exempt (Municipals)! 


Simply mail $1 with this Ad, your name, address for S & P’s 1958 Annual 
Forecast plus next 3 weekly issues Poor’s Investment Advisory Survey, one 
of America’s most popular investment services. (A $5.83 value!) New readers 
only. Subscribers covered. 


STANDARD & POOR’S CORPORATION 


World's Largest Statistical and Investment Advisory Organization, Established 1860. 
345 HUDSON STREET NEW YORK 14, N.Y. A 554-172 


Pacific 'GdkaiBlectric 
Company 


DIVIDEND NOTICE 
hy COMMON STOCK 
om DIVIDEND NO. 168 


The Board of Directors on 
December 18, 1957, de- 
clared a cash dividend for 
the fourth quarter of the 
year of 60 cents per shore 
upon the Company's com- 
mon capital stock. This 
dividend will be paid by 
check on January 15, 
1958, to common stock- 
holders of record at the 
close of business on De- 
cember 27, 1957. 


K. C. CHRISTENSEN, 
reasurer 
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pee 


A Commodity 
Mutual Fund 


formed to take advantage of profit-making 
possibilities in rising or falling markets, by 
means of diversified positions in eleven or 
more commodities at all times, such as cocoa, 
cotton, eggs, rubber and wheat 


Send for FREE Offering Circular 
Se ee eee eeaeeaeaeaaeaeaeae eee ee = & 


FUTURES DISTRIBUTORS 
41 Wall Street, New York 5, N. Y. 


Please send me Offering Circular describing 
Futures, Inc. F.20 


San Francisco, Calif. Name 


Address 


= Cty Zone State 


ATT EELEEELE ELE CU O COO COUE CU UO Oo 
Sruvevvevcvsvenvenuevveavevvevouevevvenvevneanevneavannennennennesvavnusnusneniis 














“AVERAGES” DECEIVING YOU ? 


What are the behind the scenes market trends? Are they independent of the averages? 
Do they now point to a strong rally within the next 60 days? .. . It is precisely at 
times of “apparent” market indecision that stocks into which investment capital 
is flowing stand out most sharply! Which stocks does the flow of capital favor NOW? 


Sead today for 5 full weeks of Investors Research Service . . . now offered to new 
readers at 70% below the cost of the regular service. In addition, to help you set 
up a Positive Investment Plan for the critical period ahead, you will receive our 5 
booklet Programming package without additional charge... . A TOTAL OF 90 
PAGES OF UNHEDGED ADVICE .. . only $3. Just mail the coupon below. OUR 
REFUND GUARANTEE APPLIES, 


INVESTORS RESEARCH* 


Company (Dept. F46) Please air mail 5 week trial sub- 
9< ~ scription including survey of 475 key 
922 Laguna Street, sto i and rush Bonus pac zope 


Santa Barbara, Calif. above. Enclosed is my check for 


Address 
City Zone State 


Pm ye Prima , wane 
ex registered 19 
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Southern California 
Edison Company 


DIVIDENDS 
The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 

COMMON STOCK 


Dividend No. 192 
60 cents per share; 


PREFERENCE STOCK, 

4.48% CONVERTIBLE SERIES 
Dividend No. 43 

28 cents per share; 


PREFERENCE STOCK, 

4.56% CONVERTIBLE SERIES 
Dividend No. 39 

28'/, conte per share. 


The above dividends are pay- 
able January 31, 1958 to 
stockholders of record Janu- 
ary 5. Checks will be mailed 
from the Company's office in 
Los Angeles, January 31. 


P.C, HALE, Treasurer 


December 19, 1957 





BOSTON EDISON 
COMPANY 


Preferred Dividend 

A quarterly dividend of $1.06 
per share has been declared, 
payable on the first day of 
February 1958 to holders of rec- 
ord at the close of business 
on January 10, 1958 of the Com- 
pany’s Cumulative Preferred 
Stock, 4.25% Series. 


Common Dividend No. 275 
A quarterly dividend of 70 cents 
per share on the Common Stock 
of the Company has been de- 
clared, payable on the first day 





HOOPER 


(CoNTINUED FROM PAGE 41) 





listed and traded in. Not all of these 
stocks go down or go up at the same 
time. Some can be going up when 
many are going down. 

For instance, we have had a nice 
bull market in the tobaccos while 
the general trend has been down. 
Utilities have been notably firmer 
than other groups, and for good rea- 
son. Consumer industry shares con- 
tinue to stand up rather well while 


durable industry, especially heavy | 
industry, shares slip rapidly. The | 


drugs, foods, grocery chain shares 
and other recession-resistant shares 
stand up well—and even become more 
popular as stability is more appreci- 
ated. So we can have some stocks 
standing up or going up while the 
mass goes down. 

I think the Pacific Coast utilities 
are interesting defensive holdings 
possessing some appreciation possi- 
bilities, notably Pacific Gas & Electric, 
Pacific Lighting and Southern Cali- 
fornia Edison. There’s a better rate 


environment in California, and _ it | 


could lead to higher earnings and 
higher dividends . . . I like Great 
Atlantic & Pacific Tea and Penn Fruit 
. . . I suspect the airlines are better 
liquidated than many other groups. .. 

I have no idea when they will go up 
in price, but I feel that the life insur- 
ance shares offer good long-term 


growth possibilities at these deflated | 


prices, especially Lincoln National 
Life, Kansas City Life and Franklin 


Life . . . Previously, I have made | 


favorable mention of Campbell Soup 


and American Optical. I would add | 


Coca-Cola now . . . These stocks are 
not “exciting” but they should do 
better than the rank-and-file while 
we wait for better general conditions. 

Before you buy some of these off- 
beat high yielding industrials, have 


your broker check the dividend re- | 


strictions, if any. Some companies 
can’t pay dividends, even if such divi- 


| dends are earned, because they have 
| covenanted with the bondholders, the | 
| noteholders, the banks or the pre- | 
ferred stockholders to maintain cer- | 


tain minimum earnings and liquid 
positions. 


Watch leverage; high leverage is 
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LONG ISLAND LIGHTING COMPANY 





QUARTERLY 
DIVIDEND 





COMMON STOCK 


The Board of Directors has de- 
clared a quarterly dividend of 
30 cents per share payable on the 
Common Stock of the Company 
on February 1, 1958, to share 
holders of record at the close 
of business on January 10, 1958. 


VINCENT T. MILES 
Treasurer 


December 23, 1957 




















COLUMBIA PICTURES 
CORPORATION 


The Board of Directors at 
a meeting held today de- 
clared a 244% stock divi- 
dend on its outstanding 
COMMON Stock and Voting 
Trust Certificates for com- 





ord December 30, 1957. 


The Board of Directors also declared 
the regular quarterly dividend of $1.06%4 
per share on the $4.25 Cumulative 
PREFERRED Stock of the company, 
payable February 14, 1958 to stock- 
holders of record January 31, 1958. 
LEO JAFFE 
Vice-Pres. and Treas. 
New York, December 17, 1957 











A Diversified Closed-End 
Investment Company 
EXTRA DIVIDEND 
97 cents a share 

on the COMMON STOCK 
Payable January 15, 1958 
Record Date December 31, 1957 


Kenneth H. Chalmers 
Secretary 
65 Broadway, New York 6, N. Y. 
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Lane 
Dividend Notice 


just as “unfavorable” under deterio- 
| rating conditions as it is “favorable” 
| under improving conditions. That’s 
part of the trouble with the rail 
shares, especially the super-leverage 
rails such as Missouri Pacific, Balti- 
more & Ohio and New York Central. 
There is relatively light leverage in 
| rails like Norfolk & Western, Atchi- 
son and Rock Island. 


of February 1958 to stock- 
holders of record at the close of 
business on January 10, 1958. 

Checks will be mailed from 
Old Colony Trust Company, 
Boston. 


The Board of Directors of the North- 
ern Pacific Railway Company today 
declared a quarterly dividend of 50 
cents per share on the outstanding 
capital stock of the Company, payable 
on Jan. 24, 1958, to holders of record 


ALBERT C. McMENIMEN at the close of business on Jan. 3, 1958. 


Treasurer 





A. M. GOTTSCHALD 


Boston, December 23, 1957 Secretary 


Dec. 12, 1957 
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Should you buy desired stocks on 
a scale down, adding to your holdings 
as they go lower and lower? Id 
rather buy on a scale up, after the 
trend has changed. They may cost 
you more, but you will be more com- 
fortable—and there is nothing like 
complacency to improve your judg- 
ment and nothing like worry to ruin 
it. 

If you are going to buy on a scale 
down, I think Mission Development 
might be a good stock to accumulate. 
Also Superior Oil of California, Ana- 
conda, Allied Laboratories, Boeing 
Airplane and Thompson Products. 

Don’t get too excited too soon about 
the heavy industry shares. This new 
defense program is not likely to stim- 
ulate them as much as previous de- 
fense programs. It visualizes less 
hardware. Furthermore, remember 
this cold war has been going on a 
long time, and it is just possible that 
it won't ‘last forever. Personally, I 
think the cold war has some very grey 
whiskers, but I don’t ask others to 
share in this startling opinion. 


BIEL 


(CONTINUED FROM PAGE 43) 





while they are being taken and the 
American economy is feeling the 
effects right now. It is hard to say 
how long this process will last be- 
cause it is interdependent on other 
factors, such as ease of credit, fear of 
inflation, etc. 

How, then, is the investor to know 
when he should take once again a 
more positive attitude towards 


stocks? If he waits until confidence | 


returns, prices will already have ad- 


vanced considerably from the lows | 
and may well be even above current | 


levels. If he acts too soon he may 


commit himself before he can judge | 


how far this recession might go and 
how long it may last. The right time 
to re-enter the market is when one 
is confident that confidence is about 
to be restored. This sounds like 
double talk, but it isn’t. The market 
itself tells the story: when, after a 
major and prolonged decline, volume 
dries up and the market becomes 
more or less immune to adverse news 
of a general or specific nature, then 
there is good reason to believe that 
the bear market has run its course 
and that confidence is about to return. 
There is no evidence that this is the 
case at present. 


Advance release of Forses columnists’ 
regular articles, excepting Mr. Lurie’s, 
will be airmailed to readers on the day 
of their writing. Rates on request. 
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HM Wa AMA A TP A 


WOULD YOU SPEND 


‘20 
for Investment Success 
throughout the Critical Year Ahead 


. » » just $20 a year for the facts and guidance you need 
to help make the best possible decisions regarding your 
securities during this uncertain period. 


W ELL. that’s all it costs you for the most complete investment service we've 

been able to devise after 55 years of successful experience ... the same 
service already endorsed by more than 53,000 investors who thoroughly believe 
that it’s worth every penny of the $20 they pay—and more! 


BECAUSE HERE'S WHAT YOUR $20 BUYS... 


The Financial World The 43rd edition of our 
“Independent Ap- annual “Stock Facto- 
praisals” — 64-page graph” Manval a 304- 
guide to nearly 2,000 page indexed review of 
stocks sent each more than 1,800 stocks—a 
month to every subscriber. Detailed one- parade of pertinent facts 
line digests on prices, earnings, divi- a — = 
dends. Our individual ratings for com- Tastegneth ladiapenedie 
parison—and profits. (Similar guides as a ready-reference guide. 
cost up to $24.) (Sold separately at $5.) 


Specialized, personal $ IN ADDITION TO 
and confidential advice A fall year’s subscrip- 
about any investment tion to FINANCIAL 

as often as four times WORLD-—52 fact-packed 
a month. The best and most considered issues of a magazine pub- 
opinion we can mail you on any par- lished for just one pur- 
ticular stock—the most seasoned advice pose —to keep you : 
we can give you on whether to buy, sell, current on exactly what's 
or hold. (Available free to subscribers, happening and why, in 


’ . f eo the world of stocks, bonds and business, to 
can’t be purchased alone for any price.) catch trends as they start, to let you profit 


from the most attractive opportunities to buy 


FREE or sell. (Cost $26.00 at your newsstand.) 


: h mds like $20 worth of 
with $20 or $12 order IF pce se wee ~ on 


This 72-page book on the - $20 that will increase your income, 

basic principles and pro- improve your page and assure in- 

cedures of investment . just return this 

success: “ad” with your name ‘end oddress, and 

your check or money order. (26-week 

* Planning a Portfolio trial offer includes Financial World, 
Investing for Profit Factograph Manual and independent 
Investment Timing * Growth Stocks Appraisals—all for $12.00.) 


Dag. Se Sone Senet 55 YEARS OF SERVICE TO INVESTORS 


sasa~= FINANCIAL WORLD 


Dept. FB-115—17 Battery Place, New York 4, WN. Y. 














BOOK MANUSCRIPTS eous, $10,000 


. sane contenan ae ae m : Get our FREE LIST of 

y cooperative publisher who offers authors early 

publication, higher soe ‘ national distribution, (4) INSURED Federal Seov- 

and beautifully design s. All subjects wel- : : 

comed. Write, or send your MS directly. ings Assns. paying up ne 
GREENWICH BOOK PUBLISHERS. INC. 4% per annum quarterly 


Atten. a Bt 4 bay ~~ AVE. ALBERT J. CAPLAN & co. 


Members: Phila. -Balto Stock Bxok 
Boston Stock Exchange ‘(Assoc.) 


1516 Locust St., Phila. 2, Pa. 

















PHOTO CREDITS Do You Know the Profits Made in 
: INP Stocks of Life Insurance Co.'s? 


a her NEW Comparative Analysis 50 Companies. Price $1. 


: INP || 4 Best Life Stocks to Buy Now. 


: age - RALPH B. LEONARD & Co., Ine. 
7 —_ - 25 Broad St., New York 4 Digby 4-7485 

















17 





© 


DIVIDEND NO. 180 
ON COMMON STOCK 


The Board of Directors of 
Consumers Power Company 
has authorized the payment 
of a dividend of 60 cents 
per share on the outstand- 
ing Common Stock, payable 
February 20, 1958 to share 
owners of record January 17, 
1958. 





DIVIDEND ON 
PREFERRED STOCK 


The Board of Directors also 
has authorized the payment 
of a quarterly dividend on 
the Preferred Stock as fol- 
lows, payable April 1, 1958 
to share owners of record 
March.6, 1958. 


CLASS 


$4.50 
$4.52 
$4.16 


PER SHARE 
$1.12% 
$1.13 
$1.04 





CONSUMERS POWER COMPANY 
JACKSON, MICHIGAN 


Seruing Outstate Michigan 


WuLes 


en, Caer 


Give to your 
HEART FUND 











| tention of citizens everywhere. 
| many problems involved in financing 





BOOKLETS 


Valuable booklets are published by 
many concerns and made available 
free to interested businessmen. The 
best of these on matters of wide 
interest are listed as a service to 
Forses readers. Address your re- 
quest, by number, to: Subscriber 
Service Dept., Forses Magazine, 
70 Fifth Avenue, New York 11, N.Y. 


494. Bacxinc up Brarns—Mopest Pro- 


| POSALS ON BEHALF oF COLLEGE TEACHERS: 


Since Sputnik and Muttnik, the long- 
negiected aims, activities and problems 
of American higher education have been 
receiving the increasingly alarmed at- 
Of the 


such education, none is more critical to- 
day than that of securing adequate com- 


| pensation for faculty and staff members. 


This booklet, prepared by the Council 
for Financial Aid to Education and thor- 
oughly documented with facts & figures, 


| suggests a remedy: increased aid from 


business corporations (16 pages). 


495. Famiry 
“gadget” rather 


Bupcet PLANNER: A 
than a conventional 


| pamphlet, this simple device employs 


slide-rule principles to show the spend- 


| ing and savings patterns of US. families 
| in every income group between $4,800 
| and $16,800 a year. 


Using it, the “head 
of the family” can quickly set up a prac- 
tical budget that is easy to follow, is 
forewarned as to where spending is most 
likely to get out of line. The Budget 
Planner was prepared by the Wall Street 
firm of Arthur Wiesenberger & Co. 


496. Leisure Time: This booklet is 
aimed not at those who are fully satis- 
fied with their non-working life but at 
people who feel that their free time is 
failing to provide them with all the op- 
portunities they need for creative, satis- 
fying, varied activity. Stressing that the 
complications and strains of the mid- 
century world cause tensions resulting 
in grouchiness, depression or even ill- 
ness, the booklet is full of common- 
sense advice on leisure-time activities 
like eating and exercise and is packed 
with suggestions for planning new hob- 
bies and extending old ones (48 pages). 








SUBSCRIPTION RATES: United States 
and Canada, 1 year $6; 2 years $9. For- 
eign and Pan American, $4 a year ex- 
tra. 


SUBSCRIPTION SERVICE: Please mail 
subscription orders, correspondence 
and instructions for change of address 
to: 
FORBES FULFILLMENT SERVICE 
70 Fifth Avenue 
New York 11, N. Y. 


CHANGE OF ADDRESS: Please send 
old address (exactly as imprinted on 
mailing label of your copy of Forbes) 
and new address (with zone number 
if any); allow four weeks for change- 
over. 











PORBES, JANUARY 10, 1900 


TRENDS & TANGENTS 


(CONTINUED FROM PAGE 9) 


The shift to the suburbs will hit the 
paper industry about 1970, observers 
predict. Reason: the dispersal of in- 
dustry and population will make the 
collection of waste paper more diffi- 
cult. The industry expects, however, 
that more of it will be available. 


Japanese displaying their new Toy- 
opet Crown Deluxe car in New York 
and Philadelphia as the first step 
toward marketing it in the U.S. Made 
by the Toyota Motor Co., the midget- 
sized car delivers 33 miles to the 
gallon. Japanese car-makers hope it 
will enable them to get a foothold 
in the $400-million-a-year American 
market for small cars. 


Zippered letters may in a few years 
outdate those mystery novels in 
which letter openers are the instru- 
ments of murder. One manufacturer 
is turning out envelopes that are 
opened by a small zipper. The zipper 
thread can be attached to the letter 
so that it literally pops out. 


Look for beef to rise in price over 
coming months. Cattlemen have been 
holding cows off the market to re- 
plenish their drought-thinned herds, 
but it will still take them several 
years to make up losses. So beef pro- 
duction this year probably will slip 
to 81 pounds per capita, vs. 83 pounds 
last year. 


Sulphur analysts don’t believe the 
current truce between the Mexican 
and U.S. sulphur men will continue. 
Near the end of last year, the Mexi- 
cans cut their prices to within one 
dollar of the American price, thus 
lending some stability to the market. 
But with sulphur demand falling, 
most Wall Streeters don’t see how the 
breathing spell can continue. 


Reason for the down-turn in housing 
starts was clearly shown by the na- 
tional housing inventory of the Bu- 
reau of the Census. Since the last 
census was taken, some seven years 
ago, some 10.9 million homes were 
built, a 60% boost over the number 
available in the 1940s. One comfort- 
ing finding in the poll for hard- 
pressed builders: every year, nearly 
half a million homes are eliminated 
as housing for various reasons. 


Forres, JANUARY 15, 1958 
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SEND FOR THIS FREE BOOKLET TO 
GAIN INVESTMENT PEACE OF MIND 


Send for this enlightening booklet describing the services of Forbes Securities Man- 
agement which provides day-to-day supervision over the portfolios of busy business 


and professional men with $25,000 and more invested in securities. 


The market lows being set almost every day give 
emphasis to our careful analysis of literally thou- 
sands of investment portfolios. This 
examination shows a woeful lack of 
planning on the part of most inves- 
tors. In seven cases out of ten, there 
seems to be no long-range program. 
Most portfolios are merely collections 
of stocks which have been accumulat- 
ed over the years with little or no 
regard for such important considera- 
tions as one’s tax bracket, age, re- 
sponsibilities, etc. 


Unfortunately, all too many other- 
wise successful men and women are 
unsuccessful investors. NOT because 
they lack the intelligence—but be- 
cause they have neither the time, the 
research facilities, nor the professional 
training and experience necessary to 
do a consistently successful job. 


To help solve this problem, to help relieve the busy 
executive or professional man, the retired man or 
woman, the widow and others of inherited wealth 
of many of the cares of money-management— 


—the FORBES organization has synthesized its 
unparalleled statistical-research facilities and has 
formed a Separate Division; FORBES SECURI- 
TIES MANAGEMENT—a_ completely _ personal 


THE FORBES ORGANIZATION 


—is eminently qualified to supervise your investment 
program. Its 40-year record of service to investors has 
earned it the respect, the confidence, the unshakable 
loyalty of thousands of investors who look to FORBES 
for investment guidance. 


“Your semi-annual review of my portfolio is certainly a 
most satisfactory one. The appreciation and particularly 
the quality of the securities held show how much thought 
and good judgment you have displayed and I thank 
you.” R.H 


“I am very pleased with the semi-annual review just re- 
ceived. It is more than I expected and more than I re- 
ceived from I realize how much work 
it involved and want to let you know how much I 
appreciate it.” T.A. 





ieee | 


service that will assist you in maintaining a long 
term, “tailored to fit” investment program that will 
not only meet your objectives, but 
also help safeguard your hard- 
earned capital. 


In brief, from information which 
you are asked to supply, our staff first 
strikes a balance between your re- 
sources and your requirements and 
then tailors an individual investment 
program to best meet your objectives. 
Once your program has been mutually 
agreed upon, your securities are kept 
under constant supervision—concrete, 
carefully considered recommendations 
are made to you—you are kept fully 
informed on latest developments affect- 
ing your holdings—any questions you 
may ask by letter, by telephone or tele- 
graph, by personal visit are answered 
by a staff of experienced security 
analysts. 


Obviously, the full scope of this Service, its pur- 
poses, its many advantages to those with $25,000 
and more invested in securities cannot be explained 
within the confines of this announcement. We have 
therefore prepared a descriptive booklet on FORBES 
SECURITIES MANAGEMENT which we shall be 


happy to send you upon request. 


We believe it will be to your advantage to send 
for your copy today. 


SEND FOR DESCRIPTIVE 
LITERATURE, NO OBLIGATION! 


Forbes Securities Management, Inc. 


70 Fifth Avenue. New York 11, N. Y. 


I may be interested in retaining the services of 

FORBES SECURITIES MANAGEMENT. Will you 

kindly send me without obligation, complete details? 

My present investments are valued at approximately 
. I have an additional $ 

in cash for available investment. 


Name 
Please Print 


Address 
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ON THE 


TH OUGHTS BUSINESS OF es 


The future of nations cannot be 
frozen .. . cannot be foreseen. If we 
are going to accomplish anything in 
our time we must approach our prob- 
lem in the knowledge that there is 
nothing rigid or immutable in human 
affairs. History is a story of growth, 
decay and change. If no provision, 
no allowance is made for change by 
peaceful means, it will come anyway 
—and with violence. 

—HERBERT Hoover. 


He has a right to criticize who has 
a heart to help. —Asranam LINCOLN. 


It is with life as with a play—it 
matters not how long the action is 
spun out, but how good the acting is. 

—SENECA. 


Half the trouble in the world arises 
from men trying to anticipate their 
time and season, and the other half 
from their trying to prolong them. 

—ARTHUR BRYANT. 


Waste is worse than loss. The time 
is coming when every person who lays 
claim to ability will keep the question 
of waste before him constantly. The 
scope of thrift is limitless. 

—Tuomas A. EDISON. 


A good scare is worth more to a 
man than good advice. 
—E. W. Howe. 


Liberty is to the collective body, 
what health is to every individual 
body. Without health no pleasure can 
be tasted by man; without liberty, no 
happiness can be enjoyed by society. 

—BOLINGBROKE. 


No man can ever be noble who 
thinks meanly or contemptuously of 
himself, and no man can ever be noble 
who thinks first and only of himself. 

—W. H. Dottincer. 


In striving to attain big things, the 
little things come easy, but in striving 
to attain only little things, even they 
become hard. —C. T. GILBREATH. 


One of the most wonderful and yet 
hazardous gifts of God was freedom 
to all mankind. God sets us free to 
choose Him. To choose Him is joy and 
peace supreme. To undertake to shut 
Him off is misery, confusion, futility 
and finally destruction. 

—SuHELpDoN Hate Bisnop, D.D. 
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The first lesson of life is to burn 
our own smoke; that is, not to inflict 
on outsiders our personal sorrows and 
petty morbidness, not to keep think- 
ing of ourselves as exceptional cases. 

—James Russett Lowe Lt. 





B. C. FORBES: 


Henry Ward Beecher, so the 
story goes, was once asked by 
a young preacher how he could 
make his congregation keep 
awake and attentive during 
his sermons. Beecher replied 
that he always had a man watch 
for sleepers with instructions, 
as soon as he saw anyone .start 
nodding or dozing, to hasten to 
the pulpit and wake up the 
preacher. Aren't you and I 
usually less sensible? Would 
we not be inclined to have the 
watcher wake up, not ourselves, 
but the fellows caught sleep- 
ing? In other words, aren’t we 
disposed always to blame oth- 
ers? When things go wrong in 
an organization, the president 
usually feels it is necessary for 
him to shake up his associates. 
His associates, in turn, usually 
start kicking up ructions with 
those under them. And work- 
ers, when they are dissatisfied, 
usually lay the blame, not at 
their own door, but at the door 
of the foreman or the depart- 
ment head or the big boss— 
somebody, anybody, except 
themselves. How about adding 
this Beecher squib to what we 
always carry around with us in 
our mind? 











When bad men combine, the good 
must associate; else they will fall, one 
by one, an unpitied sacrifice in a con- 
temptible struggle. —BUuRKE. 


He who rebukes the world is re- 
buked by the world. 
—Rupyarp KIPtinc. 


Leisure and solitude are the best 
effect of riches, because the mother 
of thought. Both are avoided by 
most rich men, who seek company 
and business, which are signs of be- 
ing weary of themselves. 

—Sim W. Tempe. 


A wise man will desire no more 
than he may get justly, use soberly, 
distribute cheerfully, and leave con- 
tentedly. —Burron. 


A teacher affects eternity; he can 
never tell where his influence stops. 
—Henry ADAMS. 


Society waits unformed between 
things ended and things beeun. 
—WaLt WHITMAN. 


An Italian philosopher said that 
“time was his estate”; an estate in- 
deed which will produce nothing 
without cultivation, but will always 
abundantly repay the labor of indus- 
try, and generally satisfy the most ex- 
tensive desires, if no part of it be suf- 
fered to lie in waste by negligence, to 
be overrun with noxious plants, or 
laid out for show rather than for use. 

—JOHNSON. 


Lack of something to feel impor- 
tant about is almost the greatest 
tragedy a man may have. 

—Dr. ArtHuR E. Morcan. 


Never regard your study as a duty, 
but as the enviable opportunity to 
learn to know the liberating influence 
of beauty in the realm of the spirit for 
your own personal joy and to the 
profit of the community to which your 
later work belongs. 

—Dr. ALBERT EINSTEIN. 


What each day needs that shalt thou 
ask, each day will set its proper task. 
—GOETHE. 


Too many young people itch for 
what they want without scratching for 
it. —Tom D. Taytor. 


I am a man, and nothing human can 
be alien to me. —TERENCE. 





ea reo 
More than 3,000 selected “Thoughts” | 
available in a 544-page book. Regu- 
lar edition, $5. Deluxe edition, $7.50. | 








A Text... 


Sent in Oy. inne C. Spooner, 
oa 


Pasadena, if. What’s your fa- 
vorite text? A Forbes book is pre- 
sented to senders of texts used. 


Better is the end of a thing than the begin- 
ning thereoff; and the patient in spirit is 
better than the proud in spirit. 


—EccLESIASTES 7:8 
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Only STEEL can do so many jobs so wel 





First Automatic Teamaker. After years of research, the 
tea industry, the restaurant industry and a large food 
machinery manufacturer have perfected the first automatic 
teamaker. It dispenses hot tea, iced tea, hot water or cold 
water at the touch of a button. Like almost all commercial 
food equipment, it is made from Stainless Steel because 
Stainless resists corrosion, is easily cleaned and looks bright 
and new forever. Don't forget, you can buy Stainless Steel 
equipment for your kitchen, too 


The Heart Of The Atomic Reactor. The world’s first 


full-scale atomic power plant devoted exclusively to servings 
civilian needs is nearing completion at Shippingport, Pa 
northwest of Pittsburgh. Here, the nuclear core, or charge 
of fuel, is being lowered into position. Inside the cylindrical 
barrel is the nuclear fuel assembly, approximately 6 ft. in 
length and over 6 ft. in diameter. The unit weighs 58 tons 
which includes the 14 tons of natural uranium surrounding 
165 lbs. of highly enriched uranium “seed.” Within the core 
the “hot” nuclear reaction will take place to drive a turbine 
generator of 100,000-kilowatt capacity. The core barrel, as 
well as some parts of the core itself, is made from ultra 
high-quality steel 


Boring Work. Notice the 3! 5-foot-diameter holes near the man at the right. They penetrate through 200 feet of rock and coal 
The big coal-mining machine operates just like a carpenter's auger. The coal “chips” are loaded directly onto the truck with 
a conveyor belt. Each auger is 17 feet long, and they are chucked together to make up one long string. Auger blades are mack 
from USS Cor-TEN Steel which has 50% more strength (yield point) than structural carbon steel, four to six times the 
sistance to atmospheric corrosion, and good resistance to abrasion 


UNITED STATES STEEL 


American Bridge American Steel & Wire and Cyclone Fence olumbia Geneva Steel 
Consolidated Western Steel Gerrard Stee! Strapping National aan Oil Well Supply 
Tennessee Coal & Iron United States Steel Homes United States Steel Produ 
United States Steel Supply Divisions of United States Steel Corporation, Pittsburgh 
Union Supply Company - United States Steel Export Company - Universal Atlas Cement Company 
USS and COR-TEN are registered trademarks 


Watch the United States Steel Hour on TV every other Wednesday (10 p.m. Eastern time) 
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HERAION 


SHERATON HOTEL. 
dalome elgelelelst-\ mmal- teal ism. ORS —3 


EASTERN DIV 
NEW YORK 
Park- Sheraton 
Sheraton-Astor 
Sheraton-McAlpin 
te Sheraton-Russell 
BOSTON 
Sheraton-Plaza 
WASHINGTON 
Sheraton-Cariton 
Sheraton-Park 


PITTSBURGH 
Penn-Sheraton 
(formerly Wm. Penn) 
BALTIMORE 
Sheraton- Belvedere 
PHILADELPHIA 
Sheraton Hotel 


PROVIDENCE 
Sheraton. Biltmore 

SPRINGFIELD, Mass. 
Sheraton- Kimball 


ALBANY 
Sheraton-Ten Eyck 
ROCHESTER 
Sheraton Hotel 
BUFFALO 
Sheraton Hotel 
SYRACUSE 
Sheraton 
Syracuse inn 
Sheraton- 
DeWitt Motel 


MIDWESTERN DIV 
CHICAGO 
Sheraton-Biackstone 
Sheraton Hotel 
DETROIT 

Sheraton-Cadillac 


CINCINNATI 
Sheraton-Gibson 
ST. LOUIS 
Sheraton-Jefferson 


OMAHA 
Sheraton-Fontenelle 


Bird 


SN 


Fo 


LOUISVILLE 
Sheraton-Seelbach 
The Watterson 


DALLAS 
Sheraton Hotel 
Opens 1959 


AKRON 
Sheraton Hotel 


INDIANAPOLIS 
Sheraton-Lincoin 
FRENCH LICK, Ind 
French Lick-Sheraton 
RAPID CiTY, S. D0 
Sheraton-Johnson 
SIOUX CITY. 1OWA 
Sheraton-Martin 
Sheraton-Warrior 
SIOUX FALLS, S. D 
Sheraton-Carpenter 
Sheraton-Cataract 


CEDAR RAPIDS, 1OWA 
Sheraton-Montrose 




















PACIFIC DIV 
SAN FRANCISCO 


Sheraton-Palace 
LOS ANGELES 
> Sheraton-Town House 
a ‘ei = 


PASADENA 


be . gam Huntington-Sheraton 
“ 
. 4 = CANADIAN DIV 
. z MONTREAL 
Sheraton-Mt. Royal 
— J 


~ 


~b) 


a 


The Laurentien 
TORONTO 
King Edward Sheraton 
NIAGARA FALLS, Ont. 
Sheraton-Brock 


HAMILTON, Ont. 
Royal Connaught 





Businessmen stay here for its central location and its ultra-modern comforts... Sentimentalists stay here for its old world 
charm and world-famous meals... Seasoned travellers stay here because they know it's the very best address in Toronto. 


